THE OUTLOOK 


Scarcity of Capital Versus Scarcity of Goods—Attitude of Federal Board—Money and Foreign 
Exchange—Financing Our Efforts—The Market Prospect 


T is becoming more and more evident that 1920 will be 
a year of contest between two opposing forces: On the 
one hand, relatively high money rates and scarcity of 

capital; on the other, a keen demand for goods, large pro- 
duction, and excellent profits for many companies. 

As affecting investment markets, these two factors work in 

exactly opposite directions. A scarcity of capital means that 


the demand is greater than the supply and therefore that cap- 


ital will command a high price—in other words high interest 
rates. This influence will tend toward lower prices for se- 
curities and toward the limitation of speculation. 

But prosperous business conditions will tend toward good 
profits, and therefore liberal earnings for the stocks of the 
various companies, and thus toward higher prices for such 
stocks. 

Our belief is that the close money situation will not result 
in a bear market, during the first half of the year at any rate; 
but it will unquestionably cause sharp reactions from time to 
time and will act as a handicap on bullish operations. 


* * * 


DURING 1919 the Federal Reserve 

Board assumed a liberal attitude to- 
BOARD'S wards increasing credit inflation because of 
ATTITUDE its desire to maintain low interest rates for 
the benefit of those who had borrowed to buy Liberty Bonds 
and Treasury Certificates. 

That obligation does not extend into 1920. Those who 
borrowed to buy Government bonds should be making every 
effort to pay off their loans, and they should be encouraged 
to do that by having to pay the same rate of interest on such 
loans as on any other loans. 

The Board, therefore, will now consider itself free to ad- 
just the rediscount rate with a view solely to the general 
business and credit situation. Rediscounts on war paper 
reached their high point in May at slightly more than 
$2,000,000,000. They fell to $1,400,000,000 in Sep- 
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FEDERAL 


* easing of the general money situation should result. 


tember, rose again to $1,770,000,000 in November, and 
have now fallen to $1,484,000,000. A reduction of over 
25 per cent. has been accomplished and there can be no 
question that a further fall is in prospect. 

On the other hand, rediscounts on commercial bills have 
risen very rapidly since the middle of September. They were 
then about $260,000,000. But the total of commercial 
rediscounts and bills bought in the open market is now 
$1,321,000,000. The result is that total rediscounts are 
much higher than ever before, being now over $2,230,000,- 
000, compared with $1,650,000,000 last September. 

It is true that this tendency is in part seasonal, since there 
is a natural tendency toward credit expansion during the 
autumn months. But it is absolutely wrong to encourage this 
tendency by a rediscount rate of 434 per cent. A higher 
rate should be established. 

Additional force is lent to this view of the situation by the 
fact that the per cent. of reserves for the Federal Reserve 
System as a whole is now down to a new low point of 43.7 
per cent., while for the New York Federal Bank it is down 
practically to the legal minimum, at 38.7 per cent.—and 
this in spite of a contraction in Stock Exchange loans amount- 


ing to about $500,000,000. 


* * * 


[N spite of the above conditions, we expect 

money rates in Wall Street to be some- 
MONEY what easier during the winter. Business 
PROSPECT money requirements are normally smaller in 
the winter months, and if the Federal Board's efforts to 
check speculation in general business lines are successful, some 
We do 
Continued firmness of rates 


IMMEDIATE 


not expect “easy money.” 
through 1920 is probable. 
The Federal Board is evidently beginning to realize that 
Wall Street should not be compelled to suffer for the sins of 
the whole nation. To force a contraction of $500,000,000 
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in Stock Exchange loans, while permitting an expansion of 
an equal amount in business loans, may be warranted in a time 
of Wall Street inflation—provided that business needs the 
money for legitimate production and distribution. But the 
mere diversion of loans from speculation in securities to specu- 
lation in business does not in the least strengthen the economic 
situation. » In fact, it is a question whether it does not weaken 
it; for Stock Exchange liquidation is quickly and easily ac- 
complished, while business liquidation is a far more serious 
matter. 


* * * 


THE fact is now being generally recog- 

nized that the sensational depreciation 
EXCHANGE in foreign exchange rates is mostly due to 
POSITION an actual depreciation in the gold value of 
foreign currencies. This has been clearly shown by recent 
sales at a premium of gold arriving in England from Sowb 
Africa. 

This does not imply. that English money is not “good,” 
but its price is now depressed just as the price of a sound in- 
vestment bond may be depressed without any question as to 
the bond being paid off at par when it matures. 

The London Economist’s index number showing the aver- 
age prices of all kinds of commodities is now about 174 per 
cent. above the low figure of 1914. But if we assume that 
English money, at the date when this index was made up, 
was at a discount of 20 per cent.— its exchange depreciation 
as compared with the dollar—English prices as measured by 
the dollar would be only 120 per cent. above 1914. This 
compares with an advance of 134 per cent. in the United 
States. 

While all such calculations are necessarily only approxi- 
mate, it is probable that a much fairer view of actual trade 
conditions is afforded by assuming that English money is now 
worth in gold only 80 per cent. of its nominal value, than by 
assuming that the fall of sterling exchange at New York is 
due entirely to the effect of international trade and loan 
relations. 

It will be noted from the above that English prices as 
measured in dollars at current foreign exchange rates, are 
relatively lower than American prices, compared with the 
normal pre-war relation; that is, the dollar-value of English 
commodities has advanced less than the dollar-value of 
American goods. And although the whole foreign trade 
situation is now confused by conflicting factors, it seems en- 
tirely probable that the above price-relationship is substan- 
tially correct. It would account for the declining tendency 
of American exports and the gradual growth of English ex- 
ports, and it sheds an interesting light on our large gold ex- 
ports—which have now amounted to more than 25 per cent. 
of our total excess of gold imports during the war. 


FOREIGN 


¥ * * 


THE above brings out very strongly the 
importance of more aggressive action on 
our part to finance export trade on a credit 


FINANCING 
OUR 
EXPORTS basis. Although the Edge Law has cre- 
ated the necessary machinery, little has been heard so far of 
corporations to be formed under the law. J. P. Morgan & 
Co. have formed the Foreign Commerce Corporation of 
America, with a nominal capital of 1,000 shares of no par 
value, al] owned by J. P. Morgan & Co. The purpose of 
the new company is announced to be “‘to further American 
trade with foreign nations.” 

In the meantime the U. S. War Finance Corporation is 
beginning to make loans to aid exporters. The total so far 
announced is $17,000,000. The corporation is empowered 
to make loans up to $1,000,000,000. 


So far American investors, instead of putting their money 


264 


into loans abroad, which would help in developing our export 
trade, have preferred to invest in home enterprises, many of 

ich are of a speculative character. The total of new 
securities issued for the first 11 months of 1919 was $2,800,- 
000,000. This compares with $2,091,000,000- for the 
corresponding months of 1912, which was a year of big 
financing. 

The formation of new corporations has far outstripped all 
previous records. For || months the total authorized capital 
of new companies was $1 | 600,000,000, against a previous 
high figure of $4,396,000,000 in 1917. 

There can be no question that this tendency has gone far 
enough, to say the least. It would now be far more to the 
advantage of this country to put its accumulating capital into 
the financing of export trade, rather than into further’ do- 
mestic expansion. Private banking interests have found it 
difficult to attract investors into the foreign field, and the 
Government has not seen fit to give them any aggressive help. 
Thus we are allowing a great opportunity, not only for our 
own profit, but for world-benefit, to slip through our fingers. 


*¥ * * 


WHiLe reactions are of course to be 

expected from time to time, we believe 
MARKET the general course of the stock market is 
PROSPECT likely to continue upward, because of the 
great prosperity of general business. In the steel business 
demand is in excess of supply and higher prices for steel pro- 
ducts are expected. There is a big latent and underlying de- 
mand for copper, which is now coming forward more strongly. 
In other lines, great prosperity is the rule. 

We believe this year will see more vigorous action in the 
direction of financing exports. Many companies have on 
hand large surpluses, accumulated through prosperous war 
and post-war business, which gives their stocks a far higher 
legitimate value than ever before. A favorable decision from 
the Supreme Court in regard to the taxing of stock dividends 
would permit large distributions in the form of additional 
stock, and the general expectation of lawyers is that the de- 
cision will be favorable. 

There is a constant absorption of stocks by investors who 
are in a position to pay for them in full or in large part and 
who are thus to a great extent independent of money rates. 
Stock market loans are by no means inflated—on the con- 
trary, they are now pretty well deflated—but it is not probable 
that they will be permitted to show any considerable increase 
from their present status. For that reason we are not likely 
to see a runaway speculation, but rather an intermittent ad- 
vance with frequent reactions. 

The general level of railroad stocks is admittedly low. 
The coppers, while they have advanced somewhat, are still 
below their normal value. In the industrials the outlook for 
different issues is varied, but in our opinion is generally 
favorable. 


Tuesday, Jan. 6, 1920. ; 


THE 





It is becoming clear that the Federal Board should now 
gradually stiffen the rediscount rate. With many good 
securities yielding 7% on current prices, and with com- 
mercial paper not rediscountable yielding 6%, a redis- 
count rate of 4%% must inevitably have the tendency of 
further inflating the loans of the Federal banks. 

The security market is already handicapped by 8% to 
9% for time money. But there is now more speculative 
inflation in general business than in Wall Street. There 
is no reason why the Federal banks should continue to 
furnish money for that purpose at 4%%. The next step 
should be to check business inflation, and a higher rate 
than 4%% will be necessary to do it.—G. C. Selden. 
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Federal Reserve Notes and High Prices © 


Great Expansion of Currency—Relation Between Money and Prices—The Federal Board’s 
Theory—Reasons for Maintaining a Different View 


By JACOB H. HOLLANDER, Ph.D., 


Professor of Political Economy in the Johns Hopkins University 


N April 1, 1917, just before our 
O entry into the Great War, the 

amount of money in the United 
States outside the Treasury and the Fed- 
eral Reserve system, as computed by the 
Federal Reserve Board, was $4,100,970,- 
125; on October 1, 1919, the correspond- 
ing amount was $4,958,975,551. 

This expansion, representing a per 
capita increase from $39.54 to $46.61 in 
eighteen months, is due entirely to the 
larger issue of Federal Reserve notes. In- 
cluding the replacement of gold coin and 
gold certificates, the volume of Federal 
Reserve notes in circulation has increased 
within this period from $357,239,000 to 
$2,668,430,760. Such income has not only 
filled the gap in circulation left by the 
gold-centralizing amendment of June 21, 
1917, and by the substantial efflux of gold 
and silver from the country since the 
lifting of the ban upon such exports, but 
it has brought about a net increase in 
the country’s circulating medium of 17.8 
per cent. 

If use be made of the somewhat differ- 
ent mode of computation employed by the 
Division of Loans and Currency of the 
Treasury Department as to the amount 
of money in the United States, the in- 
crease in per capita circulation has been 
from $45.34 to $54.58, or 20.3 per cent. 

In April, 1917, the level of wholesale 
commodity prices in the United States, as 
computed by the U. S. Bureau of Labor, 
was 173 relative to an average of 100 for 
1913; in September, 1919, the correspond- 
ing figure was 221. This increase of 27.7 
per cent is parallelled by an increase 
within the same period of 29.6 per cent 
in the U. S. Bureau of Labor’s index 
number of retail food prices. 

Relation Between Money nad Prices 

Between these two facts—an increase 
of approximately 20 per cent in per capi- 
ta money circulation, due to greater Fed- 
eral Reserve note issues, and a rise of 
nearly 30 per cent in commodity prices— 
there is admittedly a direct casual rela- 
tion. But the nature of this relation is 
a sharp controversy. e 

On the one hand what might be de- 
scribed as official opinion—voiced by Gov- 
ernor of the Federal Reserve Board 
Harding and echoed by Secretary of the 
Treasury Glass—is that “the increased 
volume of Federal Reserve notes in cir- 
culation * * * is the effect of advancing 
wages and prices, and not their cause.” 

On the other hand what might be de- 
scribed as expert opinion—as entertained 
for many years by the great body of poli- 
tical economists in this country and abroad 
and reasserted at the present time with 
the utmost emphasis as the teaching of 
past monetary history and the disclosure 
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of present experience—is that the in- 
creased volume of Federal Reserve notes, 
like any other form of currency inflation, 
is the direct cause of advancing wages 
and prices, and not their effect. 

This diametrical opposition of opinion 
is not merely an academic difference. If 
Governor Harding and Secretary Glass 


are right in maintaining that increased . 


note issue is the result and not a cause of 
higher prices, then there has been no ad- 
ministrative error in the matter because 
there has been virtually no opportunity 
for administrative discretion. The pres- 


DR. JACOB H. HOLLANDER 

ent note expansion has been and must con- 
tinue, in such event, to be an automatic 
consequence of other elements in the situ- 
ation; the reduction of such expanded cir- 
culation will take care of itself auto- 
matically, and any proposal of deliberate 
note contraction, quite apart from its so- 
cial and economic hardship, is a futile and 
gratuitous attempt. 

This indeed is the substance of Governor 
Harding’s letter of August 8, 1919, to the 
chairman of the Senate Committee on 
Banking and Currency, lately concurred in 
by Secretary Glass relative to the pres- 
ent undesirability of currency legislation 
in the direction of note contraction. 

If, however, the great body of economic 
experts in’ this country and abroad are 
right in asserting that such note expan- 
sion as that with which we have to do 
is direct and avoidable inflation, respon- 
sible in large part for advancing prices— 
then we are driven to the conclusion that 
our financial administrators have been and 
now are doctrinally at fault; that they 
have been unwise in permitting fiscal con- 


venience to over-rule sound economics, 
that under no circumstances should there 
be further note expansion and that early 
beginning should be made of note contrac- 
tion. 

It is worth noting at the outset that 
this opposition of opinion is a curious 
inversion of the usual contrast between 
the views entertained by theorists and ad- 
ministrators. As a rule it is the adminis- 
trators who appeal to positive experience 
and the academicians who bank upon the- 
oretical assumption. In this case our fi- 
nancial administrators, in contending that 
note expansion is the result and not the 
cause of advancing prices, are invoking a 
bald unverified assumption; whereas “the 
professors” in maintaining that the con- 
trary relation exists, rest their case upon 
an impressive array of experience and evi- 
dence. 

i 


Origin of Federal Board’s Theory 

The doctrine now being utilized by our 
financial administrators with so much 
menace to the country’s economic future, 
that high prices are the cause and not the 
effect of increased note issue, has not, 
however, sprung full-armed from Govern- 
or Harding’s brow. 

Without reverting to remoter periods, 
the contention figures in the history of 
monetary discussion in the United States 
as “the Chicago theory,” being identified 
with the yeomen service of Professor J. 
Laurence Laughlin of the University of 
Chicago in the 1898 anti-Bryan fight of 
the Monetary Commission. Instead of 
merely discrediting the practicability of 
the free silver program, Professor Laugh- 
lin denied its entire validity by rejecting 
the quantity theory of money, and by in- 
sisting that free silver could not remedy 
low prices because the relation was one of 
effect and cause and not the reverse. 

Professor Laughlin’s contention as sub- 
sequently taught in his class-room and ex- 
pounded in his writings was accepted by 
a small group of disciples and more im- 
portant by a gifted body of his own stu- 
dents. Prominent among this student 
group was Dr. H. Parker Willis, whose 
achievements in connection with devising 
and instituting the Federal Reserve Sys- 
tem have been so distinguished. With Dr. 
Willis’ service as secretary of the Federal 
Reserve Board and as editor of the Fed- 
eral Reserve Bulletin, “the Chicago 
theory” as to currency expansion and ris- 
ing prices apparently became an article in 
the creed of the Federal Reserve Board 
and the Treasury Department. 

Although Laughlin, Willis, Harding, 
Glass thus fairly sum up the recent line 
of doctrinal descent, the theory has under- 
gone some modification in the process. In- 
stead of maintaining with Professor 
Laughlin that rising prices are responsible 
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both for credit expansion and increased 
note issue, Governor Harding’s assump- 
tion is that credit expansion has occa- 
sioned higher prices and that higher 
prices have necessitated more notes. The 
essential feature, however, remains, name- 
ly, that advancing prices have compelled 
increasing note issue, instead of note ex- 
pansion causing higher prices. 


Ill 


The Contrary View 


Arrayed against the Laughlin-Harding 
theory is an impressive body of (1) tradi- 
tional opinion, (2) historic experience, 
(3) statistical verification and (4) expert 
advocacy. 

(1) From the time of John Locke the 
quantity theory that increasing moncy 
supply is the cause and not the conse- 
quence of advancing prices has been a 
veritable corner-stone of monetary phi- 
losophy. The great figures in economic 
science have given it support, refining it 
and perfecting it to meet the new com- 
plexities of the business world and the 
greater precision of price measurement. 
As in every healthy doctrinal growth 
there has been occasional dissent but 
never of sufficient volume nor weight to 
challenge its dominance. 

(2) The great historic disturbances in 
general prices, from the English Bank Re- 
striction of 1797 to the Greenback Era of 
our own Civil War have been identified 
with abnormal increase in the money sup- 
ply and have eventually been repaired in 
the light of such association. From time 
to time there have been formal investi- 
gations under governmental authority as 
to price disturbances—the Bullion Com- 
mittee of 1910, the inquiries culminating 
in the English Bank Act of 1844, the Cun- 
liffe Report of 1918—all resulting in re- 
newed insistence that monetary inflation 
is the cause and not the effect of advanc- 
ing prices. 

(3) A notable achievement of eco- 
nomic inquiry in our own day has been 
the statistical verification of the quantity 
theory as to money and prices. The pains- 
taking labors of Kemmerer and Fisher in 
the United States, of Nicholson in Eng- 
land, of Clarke in Canada have definitely 
removed the doctrine from the position of 
an abstractidn to the dignity of a tested 
law by demonstrating statistically that an 
increase in currency will, with no coun- 
teracting variation in the other magni- 
tudes of the equation of exchange, cause 
a rise in general prices. 

(4) Finally, the present consensus of 
expert monetary opinion both scientific 
and practical is in sharp opposition to 
Governor Harding’s assumption and in 
emphatic insistence that the lavish note 
issues of the Federal Reserve Banks have 
been an important factor first in bringing 
about advancing prices and second in re- 
tarding an otherwise natural decline. This 
is the judgment of the War Finance Com- 
mittee of the American Economic Asso- 
ciation comprising notable fiscal experts in 
American scientific circles and it has been 
shared in speech and writing by distin- 
guished lay exponents. 

IV 
Direct Relationship Shown 


It may, however, be contended that a 
question so vital and far-reaching as the 
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relation of increased note issue and ad- 
vancing prites should not be determined 
by an appeal to authority, whether of his- 
tory or of opinion. Waiving the logical 
rejoinder that the burden of proof would 
seem properly to rest upon the sponsors 
of the new doctrine, it is possible to out- 
line the analytical disproof. 

Increased note issue has resulted from 
the withdrawal for freer and greater ex- 
penditure of some part of the enlarged de- 
posit accounts traceable to the disburse- 
ment of government credits which have 
in turn been brought into existence by cer- 
tificate borrowing. 

More specifically, the Treasury has since 
our entry into the war habitually supplied 
itself with funds by placing its certificates 
of indebtedness with the banks and re- 





This remarkably clear and concise 
article, prepared for this publication 
by Professor Hollander, one of 
America’s leading authorities on the 
subject, has a direct and important 
bearing on the greatest problem of 
the day—the relation between the 
high cost of living and the expanded 
condition of bank credit. The ex- 
planation of the present situation is 
illuminating and highly significant. 

Professor Hollander’s name is 
very well known to students of 
finance. He is the author of nnu- 
merous books on Government fi- 
nance, economic theory, the labor 
problem, etc., and has been drafted 
by the United States and several 
other governments to aid in straight- 
ening out their finaneial tangles. 











ceiving in return newly created credits in 
the form of government deposits. 

Liberated in the course of public ex- 
penditure, such credits have to consider- 
able degree found their way into indi- 
vidual deposit accounts from which they 
have been withdrawn in part by checking 
as deposit currency, in part by delivery 
as note currency. 

To the extent that notes have been de- 
manded for larger and more urgent expen- 
diture the banks have been impelled to se- 
cure additional amounts of such circulat- 
ing medium by drawing upon existing 
credit reserves and by rediscounting at 
the Federal Reserve Banks. 

Increasing note issues have thus come 
into .existence, and have first brought 
about advancing prices and thereafter 
checked those otherwise likely to fall. 


Vv 


There would be swift recognition of the 
error of Governor Harding’s assumption 
had the Treasury met its war and after- 
war requirements by the emission of fiat 


“notes instead of by the creation of fiat 


credits. That $1,500,000,000 of additional 
greenbacks injected into the country’s 
money supply by governmental expendi- 
ture in the course of eighteen months 
would have been promptly followed by ad- 
vancing prices is something which the 
public mind would readily comprehend. 
What has really transpired is however 
in no essential sense different from this. 
The printing press can not adequately 
satisfy the financial requirements of mod- 
ern warfare any more than a great cor- 
poration can pay its bills out of a cash 


box. In lieu thereof, the Treasury hay 
relied upon bank deposit currency, creat- 
ing such credit, to the desired amount, by 
the issues of certificates of indebtedness, 

To the very large extent that the banks 
in acquiring such certificates for them. 
selves and their customers have made pay- 
ment “by credit” in the form of govern- 
ment deposits requiring no legal reserve, 
the transaction has been as deliberate a 
fiat creation of deposit currency as Secre- 
tary Chase’s greenback issues were of note 
currency, and the inflationist effect of such 
fiat emissions upon prices and wages, ex- 
erted in part through expanding checkable 
deposits in part through increasing note 
issue, has been as unmistakable. 


VI 


The situation may thus be summed up 
in a paragraph: The circulating medium 
of the country has been augmented near- 
ly twenty per cent in eighteen months by 
the issue of additional Federal Reserve 
notes. We are assured that such expan- 
sion is not the cause but the consequence 
of the accompanying rise of nearly thirty 
per cent in commodity prices. On its face 
this assertion runs counter to historical 
experience, to statistical evidence, and to 
theoretical analysis. 


SERIES OF NATIONAL TRIBUNALS 
TO ADJUST LABOR DISPUTES 


Industrial Conference Proposes Organiza- 
tion Representing Both Labor 
and Capital 


As a tentative plan for the solution of 
America’s labor problems, the Industrial 
Conference convened by President Wil- 
son proposes to organize a national indus- 
trial tribunal and twelve regional boards 
of inquiry to whom all wage disputes will 
be submitted. Reviewing the features of 
the plan, a recent report by the con- 
ference says: 

“The conference believes that it is 
possible to set up a more effective series 
of tribunals for the adjustment of dis- 
putes than at present exists. To be suc- 
cessful such tribunals must be organized 
as to operate promptly as well as impar- 
tially. There must be full participation 
by employers and employees. There must 
be representation of the public to safe- 
guard the public interest. The machin- 
ery should not be used to promote un- 
fairly the interest of organizations, either 
of labor or of capital. The plain fact is 
that the public has long been uneasy about 
the power of great employers; it is be- 
coming uneasy about the power of great 
labor organizations. The community 
must be assured against domination by 
either. On the other hand, there must be 
equal assurance that such machinery will 
not be used to discriminate against or- 
ganizations of employees or of employers. 
Both should be protected. The right of 
association on either side should not be 
affected or denied as a result of the erec- 
tion of such tribunals. 

“The plan does not propose to do away 
with the ultimate right to strike, to dis- 
charge or to maintain the closed or the 
open shop. It is designed to bring about 
a frank meeting of the interested parties 
and cool and calm consideration of the 
questions involved in association with 
other persons familiar with the industry.” 
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Why We Need Dye Protection 


Importance of Legislation Now Pending in Congress—Rapid Progress of American 
Chemical Industry 


REPRESENTATIVE FROM OHIO. 


By NICHOLAS LONGWORTH 


AUTHOR OF PENDING LEGISLATION TO PROTECT THE AMERICAN DYE INDUSTRY. 





HE birth of the American 
dye industry may be said 
to date from the out- 

break of the Great War, for 
up to August, 1914, it was of 
little importance. Germany 
controlled 90 per cent of the 
American market, in addition 
to being in practical control of 
the dye market of the world. 
Then the war suddenly shut 
off the supply of chemicals so 
necessary to our national de- 
fense, the health and happiness 
of our people and the business 
interests of our country. Out 
of this emergency sprang the 
American dye and chemical in- 
dustry, built by American pa- 
triotism, American brains, 
American capital and American 
labor. And this industry is 
absolutely essential to the na- 
tional welfare in peace as in 
war. It must be preserved at 
all hazards. 

The American producers, 
who invested millions of dol- 
lars to meet a perilous situa- 
tion, and the American con- 
sumers, who have always had 
to depend upon German dyes 
and pay German prices, are 
now menaced by the German 
dye trust, formed in 1916 for 
the avowed purpose of fighting 
its way back to the former 
world monopoly. While mak- 
ing Germany’s poison gases 
and most of her munitions, 
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Representative Longworth declares that without 
the protective measures now pending in Congress 
our dye industry will be destroyed by foreign 


competition 


For years we were wasting at 
least 90 per cent of the by- 
products of the coke ovens, 
practically all of which is now 
saved and goes into the pro- 
duction of coal-tar and other 
so-called crudes. 

We are today able to pro- 
duce probably four-fifths of 
the American demand for most 
of the basic dyes. As against 
the producing of some dozen 
different colors in 1914, we are 
now producing about 400. The 
average demand of the Ameri- 
can market has run for a good 
many years at about 900 differ- 
ent colors, and American chem- 
ists are rapidly closing that 
breach. Since the outbreak of 
the war more than $300,000,000 
has been invested in this in- 
dustry and it has developed 
enormously. For instance, a 
most healthy indication of 
progress is shown in the pro- 
duction of benzol and toluol, 
two of the main bases of both 
explosives and dyes. The pro- 
duction of benzol has increased 
from $3,000,000 in 1914, to 
more than $55,000,000 in 1918, 
and toluol from $600,000 in 
1914. to more than $14,500,000 
in 1918, 

he distinctive feature of 
the dyestuffs industry is that it 
is really a combination of 
thousands and thousands of 
different industries. In this 











during the war, the great Ger- 
man chemical plants were ac- 
cumulating a reserve supply of dyes to be 
dumped inte the world market so soon as 
the war should be over. Their immediate 
object is not to sell dyes for the next 
year in this country at a profit. They are 
willing to give them away, if only they 
can destroy the American chemical in- 
dustry. When American competition is 
removed, they would sell, as they did 
before, at any profit they may see fit. 


Industry May Be Crushed 


Unless action is taken speedily, our 
chemical industry will be crushed by the 
dumping of these accumulated stores re- 
gardiess of cost. England, France and 
Japan, the principal dye-consuming and 
dye-producing countries, realizing this 
situation, have protected their own Gov- 
érnment-aided dye industries from the 
German dye reserve by license laws. The 
only solution of our problem lies in the 
legislation now pending in Congress, 
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amending the present tariff law on coal- 
tar products and establishing a license 
system regulating dye imports until the 
American manufacturers are able to sup- 
piy all our needs and compete fairly with 
the world. 

The American chemist needs only a 
little time in which to forge the missing 
links in the chain of a complete self- 
sustaining dye industry. Given a fair 
chance our producers will be able to show 
that we can make our own dyes here at 
home with American capital and with 
American labor, and say .to Germany, 
“We do not need you.” 

No country in the world is so blessed 
as is this country in the possession of 
the raw materials for making all coal-tar 
products, whether they be dyes, medi- 
cines, gases or high explosives, because 
we have an unlimited supply of coal, and 
a practically unlimited demand for coke, 


* owing to our enormous steel industry. 


country an industrial produc- 
tion of $3,000,000,000 a year is 
directly dependent upon dyestuffs and as 
much more dependent indirectly. During 
the war the German consul in New York 
reported to Bernstorff that the total cut- 
ting off of German dyes would throw 
4,000,000 men in America out of employ- 
ment. That may come again unless some- 
thing is done for the industry. 

On the national side we are not only 
dependent upon dyestuffs for certain ab- 
solutely necessary materials for war, 
either defensive or offensive, like explo- 
sives and poison gases, but for many 
modern medical preparations in which 
the health of the community is bound up 
irrevocably. The development of most 
of the modern cures for some of the 
most dreaded diseases are made from 
materials obtained from a coal-tar base. 
Unless we are to have a complete and 
self-sustaining dye industry in this coun- 
try we must depend upon the chemists 
of foreign lands to make and invent the 
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remedies to make American life more 
secure and happy. 


The Licensing Plan 


To protect and promote this new Am- 
erican industry, until it is able to com- 
pete with the long established German 
industry, the legislation now pending in 
Congress proposes a licensing system in 
addition to an increased tariff on dye- 
stuffs. The license system simply means 
a regulation of importation. It provides 
that no dyes shall be imported when the 
same dyes are being produced here at 
reasonable prices. The mere demand for 
a license to import a certain dye is con- 
structive notice to the chemists and man- 


ufacturers of this country that here exists 
a demand for that dye, and undoubtedly 
research work would be at once begun in 
the direction of its production. Within 
two years our producers will be able to 
make us independent of Germany or any 
other country. 

Without legislation our coal-tar chem- 
ical industry is doomed to destruction. 
The licensing system is absolutely neces- 
sary to the preservation of the industry 
for any tariff rates would be an inade- 
quate defense against so powerful, so 
desperate an adversary as the German 
dye trust. This trust would laugh at a 
duty of 500 per cent, for even that would 
not protect our baby industry. 





Index of Corporation Credit in U. S. 


High Grade Bonds, After Falling to a New Low 
Level, Recovered Somewhat at End of December 


UR index of corporation credit 

during December indicates a slight 

advance in the level of interest rates 
on corporate obligations over November, 
and sets a new high record since the 
beginning of 1907. As explained in the 
footnote of the graph herewith, this indi- 
cates a decline in bond prices. 

It is necessary to note, however, that 
bond prices generally moved slightly up- 
ward near the end of December, and that 
had the prices at the close of the month 
been used as the basis for computing the 
yields to maturity, the index would have 
shown a slight decline from the preced- 
ing month. We have, however, adhered 
to striking the average of the high and 
low sales during the month as the price 
upon which to compute the yields, as 


explained in the December 13 issue of 
the Magazine. 

An excellent summary of the factors 
that have caused the upward movement 
in bond yields and the consequent decline 
in prices in recent years is presented in 
this issue by Mr. Armstrong in an article 
entitled “Buy Long-Term Bonds Now.” 
An enumeration of the factors that will 
make for a turn in the long-time trend 
of bond prices is somewhat more diffi- 
cult. The following are worthy of at- 
tention, however. 

Commodity prices will have to come 
down some time, and when they start 
downward, interest rates will follow suit, 
hence prices should tend upward. Then 
liquidation by foreigners to take advan- 
tage of the exchange disparities, and by 





‘tensive 


A remedy is provided in the pending 
legislation, heroic perhaps, but one that 
will do the job and will hurt no one ex. 
cept the German dye trust. The great 
mass of American people are bound to 
receive substantial benefits, when there 
is established in this country a well-de- 
veloped and permanent coal-tar industry, 
sufficient at least to supply their needs 
both in time of peace and in time of 
war, and to obviate for all time the neces- 
sity that we should be-dependent upon 
Germany or any other country for that 
which is vital not only to the welfare 
of the American people but to the safety 


of the Nation itself. 


American investors to write off income 
tax losses or to avoid any possible ad- 
verse developments in connection with 
the railroad situation, are over for the 
most part, or will be in a few months, 
Within the next few years, the rate of 
income and excess profits taxation will 
gradually work downward, and as the tax 
rates are reduced the wealthy will buy 
corporation issues on a larger scale than 
they have in the past two or three years. 
The settlement of the railroad problem 
will also encourage the purchasing of 
railroad obligations, 

Government borrowing will remain 
large for some little time, but over the 
next few years should show some reduc- 
tion, and the funds heretofore going for 
governmental use will be available for 
corporation purposes. ll indications 
point, therefore, to an increased demand 
for bonds to take up an undoubtedly ex- 
supply, and conditions appear 
favorable to a decline in interest rates 
over the next few years, and in all prob- 
ability for a long period. 
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The above graph shows the changes in the interest return obtainable on high-grade investments. It is based on the yield 
(to maturity) of ten bonds which are so strongly secured that their price changes are due almost solely to changes in the 
general supply of capital as compared with the demand for capital. The graph is also an accurate index of the trend of 
high-grade bond prices reversed. That is, prices rise in proportion to the fall in interest yield, or fall in proportion to the 


. 


rise in interest 
bonds used. 
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of the market for high-grade bonds 


ield. Any average of bond prices (as distinguished from yields) ig affected by the maturity dates of the 
This element has been eliminated from the above graph in order to give an accurate reflection of the trend 
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How | Handle My Own Funds 


77 HEN I buy bonds and other high 
W grade securities for income and 
profit, I favor those which for 
special reasons are well adapted to my 
purpose. 

First, I consider those which are sell- 
ing below their intrinsic value, based 
on character of security. In such a 
case I do not lay too much stress on 
the interest return, although in some 
cases it is large. The question of 
marketability is always important with 
sonsst Jayaad yf asnesaq ‘JaAamOYy ‘ou 
that can be instantly turned into cash. 
The reason for this is that I desire al- 
ways to be in a position to take ad- 
vantage of a threatened panic or bar- 
gain opportunity, and as I watch the 
market and the general situation very 
closely, I frequently detect signs of 
trouble way in the distance and prepare 
for it. 

In the case of certain 5 per cent. 
bonds which I hold, these are well se- 
cured, earning a big surplus, which for 
some reason or another is concealed. 
Selling around 60, the income is very 
large if figured to maturity, but in se- 
lecting this bond I had my eye more 
on the probability that the investment 
public will wake up to its real value and 
mark its price up twenty or twenty- 
five points within the next two or three 
years. In case of an advance to 85 
within three years, there would be 
about 8% per cent. profit per annum, 
to be added to the flat yield of the bond. 
Such a 5 per cent. bond at 60, would 
net about 8% per cent., disregarding 
any re-investment of income. If, on 
top of this, I realize another 8% per 
cent. in three years, the income plus 
profit would be 16% per cent. per an- 
num, 


Points on Convertible Bonds 


A class of bond which I hold and al- 
ways favor, is the convertible. The ad- 
vantages of convertible bonds have 
been too often described in past issues 
of THe MaGazine oF WALL STREET to 
necessitate repetition here, but if one 
would make a persistent study of these 
convertible issues, he would find every 
year new opportunities for making 
growing investments. Whatever is a 
little complicated for the average in- 
vestor is apt to be overlooked and 
neglected. To get the best results one 
should be familiar with the technicali- 
ties of many kinds of convertible bonds 
and the stipulations under which they 
are issued.* In some cases it does re- 
quire some figuring to find out ,just 
what can be done with these issues. 

For my own investment I am seldom 
attracted to convertible bonds solely 


"These will be found in “Convertible Bonds,” 
by Rollins, price $3, net. 
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FourtH ARTICLE 


By RICHARD D. WYCKOFF 








In this article Mr. Wyckoff shows 
how to take advantage of the long 
swings in bond prices, using the 
market appreciation in the price of 
a bond to mark down the price of 
one’s holdings and correspondingly 
raise the interest yield. Mr. Wyck- 
off also discusses the merits of 
convertible bonds. The high-priced 
stocks, he says, are often cheaper 
proportionately than stocks selling 
at much lower figures, if one con- 
siders equities behind the stock, 
earning power and dividend record. 




















from the standpoint of income, but 
only when I see possibilities in the se- 
curities into which they are convertible. 
In 1918 I bought $100,000 of a certain 
convertible bond because I saw great 
future possibilities in the stock into 
which they were convertible at par. At 
that time the stock was selling close to 
the price of the bonds, viz., around 
90. Observation of the action of the 
bonds during the period of weakness in 
the stock convinced me that the bonds 
would not decline very much even if 
the stock were to break ten or fifteen 
points, because the investment value of 
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the bonds kept them up at a level 
where the interest return to the in- 
vestor brought in buying enough to 
sustain the market price. By purchas- 
ing the convertible bonds I would have 
something that I need not be concerned 
about, but if the investment public real- 
ized the intrinsic value in the stock, 
my convertible bonds would follow the 
stock along up. 

This is exactly what happened. 
Sometime later the stock rose twenty- 
five points and the bonds kept a little 
above it, until one day the bonds were 
selling so much higher than the stock 
that I sold the bonds and bought the 
stock instead, thus marking down the 
cost of my bonds by an amount repre- 
senting the difference between the 
price of the two securities. 

This marking down the cost, by the 
way, is a very important factor in mak- 
ing investments. I keep it constantly 
in mind. Every investor should re- 
member that by selling a portion of his 
holdings at a profit he is reducing the 
cost of the balance. It is good prac- 
tice. I will elaborate later. 


Stock Investments 


Naturally, in dealing, as I do, in all 
kinds of securities, there are quite a 
number of reasons for my going into a 
stock. 

In 1913 or 1914 I wrote a series on 
“Which Kind of a Stock Is Best?” 
This was done asymuch for my own in- 
formation as for my subscribers’, and 
while I am on this subject I should like 
to say that I take my own medicine. 
In searching the security market } have 
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a twin purpose, viz., to find investment 
opportunities for my own money and to 
tell my subscribers about them. I 
figure that what is good enough for my 
subscribers is good enough for me. At 
the same time I wish to say that I 
make mistakes at times; so does every- 
body, no matter how long he has been 
in the field. 

My constant aim is to show my read- 
ers, directly or between the lines, how 
they may be able to judge for them- 
selves. As was written by an author 
unknown to me: “There are men who 
will take no initiative on their own re- 
sponsibility, who will undertake noth- 
ing without consulting others as to the 
feasibility of the schemes and plans 
they have in view. When a man puts 
more confidence in another than in him- 
self he is bound to lose all will power 
and become a mere dependent, awaiting 
orders as to the course of action. It is 
impossible for such a man to get along 
in the world and make a success of his 
own life. When opportunity -comes 
along he is afraid to seize it without 
asking his neighbor’s opinion.” 

So what I and my staff try to do is 
to make our readers think and plan and 
carry out their campaigns in the in- 
vestment field just as they do in their 
own business. This was one of my 
purposes in writing the series, “Which 
Kind of Stock Is best.” As those ar- 
ticles progressed they indicated that 
the chain store and mail order stocks 
were, in many respects, better than the 
other leading groups such as steel, cop- 
per, railroad, telephone, etc., the prin- 
cipal reason being that these companies 
were putting more money back into 
their business than any other single 
group. 

And so I bought Sears, Roebuck & 
Co., because its history shows that 
every three or four years a stock divi- 
dend is declared. This has been the 
practice of the company for many 
years. By this methdd Sears, Roebuck 
& Co. keep the cash in their business 
and use it for healthy and profitable 
expansion. The stockholder who owns 
a hundred shares is given twenty-five 
or thirty-three shares of new stock, 
which adds to his income without cut- 
ting down the working capital of his 
company. This twenty-five or thirty- 
three shares additional will, in ensuing 
years, probably yield another six or 
eleven shares and these, in turn, will 
eventually breed other little stock divi- 
dends, all of which, added to the orig- 
inal shares, should in time double the 
quantity of an investor’s holdings, with- 
out any further investment of cash by 
him. Sears, Roebuck & Co. is one of 
those securities which, to get the great- 
est benefit, should never be sold, for 
the reasons above named. 

Why I Bought D. L. & W. 


The purchase of a stock like Dela- 
ware, Lackawanna & Western Rail- 
road is one which I made for an en- 
tirely different reason. Its dividend 
yield did not attract me, but having 
been over the-property I realized what 
an enormous amount has been ex- 
pended on improvements of far-reach- 
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ing importance. One official is quoted 
as saying that they have invested, in 
road and equipment, money for expendi- 
tures that could easily have been put off 
for twenty or twenty-five years. You 
may say, “That is a strange reason 
for investing in a railroad stock when 
the railroad situation is so unfavor- 
able.” But let me tell you that when 
you buy into a company like that, with 
enormous equities buried as a result of 
successful operations in the past, you 
will eventually see a still greater return, 
because one of these days the railroads, 
including Lackawanna, will again come 
into their own. 

Lackawanna, at the end of 1918, had 
a profit and loss surplus of $57,247,984 
against a total outstanding stock of 
$42,277,000. In June, 1909, it declared 
a cash dividend of 50 per cent. out of 
its surplus, and a stock dividend of 15 
per cent. In November, 1911, it de- 
clared a stock dividend of 35 per cent., 
payable in stock of the Lackawanna 
Railroad of New Jersey. The system 
is only 980 miles long, but it is the 
Croesus among railroads. From 1906 
to the present time, 160 is the lowest 
it has sold. In May of this year it 
touched 217. Hence, when in October, 
1919, I saw it decline to around 180 on 
a threatened coal strike, I considered 
it cheap, and if it should decline further 
I would regard it as a greater bargain. 

Wall Street history shows that secu- 
rities more often reach their low point 
when some danger or disaster is 
threatened, than upon the actual occur- 
rence of these incidents, and the reason 
the low point is made just prior to, 
or at the time the event actually oc- 
curs, is: By that time every one who is 
subject to fear-of-what-will-happen, has 
sold out. When the thing does happen 
or is prevented, there is no more 
liquidation, and the price rallies on the 
short interest, or else on the investment 
demand created by the improved situa- 
tion. It was for these reasons that I 
bought Delaware, Lackawanna & West- 
ern Railroad Company’s stock. 


Advantages of High Priced Stocks 


Speaking of high priced stocks like 
Sears, Roebuck, Lackawanna and 
others, there is a very important reason 
why these high-priced stocks are cheap- 
er than the very low-priced stocks. 
Many of the shares selling in the 10's, 
20’s and 30’s represent very little earn- 
ing power. In many cases only one or 
two per cent. is being earned on the 
latter issues, with little or no prospect 
of dividends. Stocks paying 5 to 8 
per cent. range from sixty dollars to 
a hundred dollars per share. On this 
basis a stock paying one per cent. could 
be worth from $12 to $20. Tis would 
indicate that a non-dividend payer is 
worth somewhere between nothing and 
$12. Everything above that is hope 
capitalized. 

Yet we have seen many non-dividend 
payers sell at all sorts of prices before 
their initial declaration. American 
Can, for example, recently sold at 68 
without ever having paid a dividend. 
Brooklyn Rapid Transit, in 1899, sold, 
as a non-dividend payer, at 137; it did 


not make its first dividend disburse- 
ment for ten years after that. 

But take the stocks selling at $200 
to $400 per share and upward, and in 
normal times you generally find in- 
trinsic values, future prospects, or 
earning power, or all combined, which 
justify these prices and more. Most 
of the very high priced stocks have 
hidden equities which may not benefit 
the stockholders right away, but which 
are working for them just the same. 
These factors may not interest the man 
who is long today and short tomorrow, 
but they do interest the permanent in- 
vestor who has his eye on the develop- 
ment of the corporation and the future 
growth of the various industries and 
the country in general. That is why | 
favor high-priced stocks rather than 
very low-priced speculative issues. 

I recently paid $1,800 a share for 
some Texas & Pacific Coal & Oil (par 
value since reduced from $100 to $10), 
because it has developed an earning 
power and intrinsic value which makes 
it worth many times that price, as 
doubtless will be demonstrated in due 
course. Another important considera- 
tion in this case was the character of 
those high in the management. When 
oil was first discovered on what was 
formerly the Texan & Pacific Coal Co. 
property, Mr. Edgar L. Marston, its 
president, did not keep the fact secret— 
he promptly informed his stockholders. 
He did not buy all the stock in sight 
while he was one of the few who knew 
about it. He told them to hold theirs. 
You can tie to any man who sets such 
a high and rare example, as Mr. Mars- 
ton established in this case. 

Too much stress cannot be laid upon 
the character of the people behind a 
corporation in which you become a 
partner (stockholder). 

(To Be Continued) 


SAYS FEDERAL BOARD 
DOES NOT KNOW BUSINESS 


Prof. Carver of Harvard Accuses Governors 
of Having Released too 
Much Money 


“The Federal Reserve Board does not 
know its business and has released too 
much money to the people of the coun- 
try, who are keeping up the high cost of 
living by reckless buying,” said Prof. 
Carver. 

“If we would buy more stocks instead 
of silk socks we could do something to 
help bring the cost of things back to 
somewhere near normal. 

“People are buying things faster than 
they can be-produced, and the prices 
naturally remain up. 

“High wages have nothing to do with 
the high cost of living. High wages are 
merely the reflection of the high cost of 
living. 

“The presence of an abundance of 
money in the country, due to the efforts 
of the Federal Reserve Board, which 
maintained that business needed more 
money, is largely responsible for the ex- 
cessive purchasing. Production has not 
fallen off as much as consumption has 
increased.” 
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The Economic Situation Abroad 


The Status of European Countries Analyzed—Prospects for Foreign Trade—The Outlook for 





Great Britain 


REAT BRITAIN has probably shown 

the best recovery industrially of the 

late belligerents. Her export trade 
has been showing a decided advancing 
trend while at the same time her imports 
are decreasing, although they are still 
considerably above pre-war levels. This 
movement is not as yet reflected in her 
foreign exchange relations with the 
United States, but the pound has been 
moving steadily upward as against the 
other leading currencies. 

A recent decision of Justice Sankey in 
King’s Bench Court will have a tremen- 
dous effect on British imports. In effect 
it nullifies all import restrictions placed 
by the Orders in Council, which are based 
upon a law forty years old, permitting 
such orders to be placed on the importa- 
tion of munitions of war and other com- 
modities. Justice Sankey has ruled that 
this law referred only to such commodities 
as might be included in a reasonable ex- 
tension of the term “munitions of war.” 
Hence, it is held, restrictions on the im- 
port of leather, optical glass, textiles, etc., 
which have at various times been passed 
by executive order are all rendered in- 
valid and Great Britain returns to the 
status of a free-trade country. One effect 
of this decision will be to intensify the 
growing conflict between the free-trade 
and the protectionist elements in Great 
Britain. Until legislation embodying some 
degree .of protection is passed, however, 
the immediate practical effect will be to 
encourage importation into Great Britain 
and to this extent retard the recovery of 
the pound in foreign exchange. 


Banking System 


A significant feature of the past year 
in British banking has been the tendency 
for large banks to amalgamate and also 
to absorb smaller banks, thus creating 
larger banking units. Incidentaily, large 
capital increases have been authorized and 
issued at the same time. The importance 
of this is as an indication that Great 
Britain plans to extend its international 
banking facilities and to dispute aggres- 
sively with New York the title of “finan- 
cial centre of the world.” 

The same tendency to amalgamation 
and the influx of new capital has been 
evident in the industries, notably the tex- 
tile and steel. The Lancashire cotton 
mills, many of which have been in local 
hands since the establishment of the fac- 
tory system, have more and more tended 
to be bought up by city men who know 
little about textile manufacturing but 
know a good deal about financial opera- 
tions. The great profits that have been 
made in the textile industry during the 
Past year have been the cause of this 
movement. As high as 70% profits have 
been ascribed to some large factories. 

An incidental result, according to Eng- 
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the Year 





In future issues THE MAGA- 
ZINE OF WALL STREET will 
keep its readers in touch with for- 
eign conditions. Arrangements 
have been made to secure direct 
reports from correspondents in all 
the principal countries, and in ad- 
dition members of our own 
will carefully watch developments 
as reflected in foreign newspapers 
and official reports. 

This step has been taken because 
of the very great and growing im- 
portance of the reflex influence of 
European conditions on American 
business, and thus indirectly on 
American investments. Moreover, 
the list of foreign securities now 
being traded in here is important 
and increasing. 
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lish authorities, is to increase the discon- 
tent and consequent inefficiency of the 
British textile worker. He sees the indus- 
try in which he is engaged making large 
profits—so large as to attract considerable 
outside capital while, at the same time his 
own wages, so he figures, are not being 
increased at all proportionately. It is also 
feared that, because the managements of 
the reorganized textile enterprises are not 
of the type known formerly, born and 
brought up within sound of the factory 
and familiar with all its workings, that 
there will be a loss of efficiency from this 
source. 


Coal Situation Easier 


Relief not unmixed with astonishment 
was the sensation throughout industrial 
England when the Government announced 
that it would decrease the fixed price of 
coal by ten shillings a ton. This was in 
view of the fact that some months earlier 
during the agitation for nationalization of 
the mines, Sir Auckland Geddes had an- 
nounced that because of the short supply 
of coal and the growing inefficiency of 
labor, together with the new higher wages 
and shorter working hours, it was abso- 
lutely imperative that an increase of 6 
shillings per ton be laid upon the fixed 
price of coal. * 

At that time all kinds of dire predictions 
were made to the effect that England’s 
industry could not survive the shock, that 
the high costs of operation under the in- 
creased cost of fuel would make it im- 
possible for British goods to compete with 
foreign-made products and that the coun- 
try in general had materially accelerated 
its progress to the canines. The virtual 
confession that the ministry had made a 
mistake in its previous price increase 
means a new lease on life for British in- 
dustry if half of the previous predictions 
were correct. 


Shipping 


Recent shipping statements show that 
Great Britain stands second only to the 
United States in the amount of new ton- 
nage now on the ways. Her position as 





Plymouth is one of the busiest ports of England. The British merchant 
marine is the biggest in the world, but a contest with America for ship- 
ping supremacy is foreseen by some 
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the premier carrying nation of the world 
in maritime transportation is being seri- 
ously challenged by the United States, and 
statements are current in well-informed 
circles that British supremacy may soon 
be a thing of the past, particularly if the 
new policy now being worked out by Am- 
erican shipping authorities, with its huge 
program of ship construction, operation 
and regulation, turns out to -be a success. 

At the present time British shipping 
has been successful in competing with 
American, to the mutual detriment of 
both. Rates have been going down and 
there is more than a suspicion of an over- 
production of shipping tonnage following 
upon the shortage of shipping space 
caused by the war. The bearing of this 
situation upon British foreign trade is evi- 
dent. It will stimulate trade even if it 


kills the tonnage. 


Taxation 


The question of obtaining sufficient 
revenue. for the national needs at their 
present rate is one that is exercising the 
minds of British statesmen. Computations 
of the national wealth, the fixed charges 
imposed by the gigantic war-loans, both 
internal and abroad, the diminution of the 
national income by the loss of income 
from foreign securities, most of which 
have been sold, and by the reduction in 
shipping revenues caused by foreign ship- 
ping construction, taken together make a 
gloomy picture. 

The great call now is for retrenchment 
of expenditures, notable among which are 
military and naval requirements persisting 
from the Great War. Suggestions have 
been made for reducing these expendi- 
tures by cutting down military activities 
in Europe and by some form of effective 
co-operation with the navy of the United 
States. It is also charged, however, that 
much of the Government expenditure of 
the present is due to sheer wastefulness, 
and a considerable body of public opinion 
agdinst further extension of Government 
activities has grown up about this idea. 


: The Stock Exchange 


The London Stock Exchange in much 
the same way as the New York institu- 
tion, has gone through a period of intense 
speculative activity which is not over yet. 
The oils, motors and rubber stocks, the 
latter including a number of plantation 
issues, of which we have few in this coun- 
try, have at various times been the centers 
of speculative maelstroms. 

Active agitation is going on now for the 
restoration of the old system of the “con- 
tango” or fortnightly settlements. It is 
claimed that the absence of this familiar 
feature of the London Exchange is creat- 
ing abnormal conditions in the Stock 
Market. 

The Cotton Market, too, is showing 
signs of intense speculative activity. This 
is no doubt connected with the great busi- 
ness expansion which has characterized 
the textile industry practically since the 
Armistice, and which has been reflected 
in the enormous prices for textile mill 
shares and the reorganizations mentioned 
above. 


The Index Number 


The average level of commodities as 
measured by the “Statist” index number 
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is still on the upgrade and proportionately 
the cost of living has risen only slightly 
less than in this country. Again, as in this 
country, attempts have been made by pub- 
lic bodies to overcome the upward ten- 
dency of prices. The agitation against 
profiteers has been a common theme 
among economic writers and in the news- 
papers, and attempts have been made to 
overcome the H. C. of L. by the estab- 
lishment of co-operative distributing or- 
ganizations. 

Generally speaking, however, the “spiral 
staircase” of rising wages and rising 
prices has been effective in England as 
here: No thoroughgoing solution of the 
difficulty is in sight as yet, and the success 
of advanced labor elements, both indus- 
trially and politically, would rather seem 
to indicate a tendency the other way. 


Is the British Pound Depreciated? 


Monetary questions have been in the 
forefront of economic discussion all year, 
and allegations that the lowered standing 
of the pound in foreign exchange was due 
to intrinsic depreciation of the pound as 
a measure of value as much as to the un- 
favorable balance of trade against Eng- 
land seem to be verified by the action of 
gold prices since a free gold market was 
established. At the time of writing, new 
gold in London commands a premium of 
some 22 per.cent over the paper pound, 
which would indicate at least that meas- 
ure of depreciation. 

Bank clearings show a decidedly in- 
creasing tendency, but the bank reserve 
shows a declining ratio to the total lia- 
bilities, in fact being now at one of the 
lowest points in recent years. The con- 
clusion cannot be regarded that this is 
an unfavorable sign although, to some ex- 
tent, its bad effects are mitigated by the 
mergers and consolidations referred to 
previously, which naturally necessitates 
the retention of a proportionately smaller 
amount of reserves. 


The Outlook 


In spite of the unfavorable appearance 
of some of the factors mentioned above, 
one cannot help being impressed with the 
fine “come-back” power displayed by the 
country. Her industry has overcome one 
handicap after another, the unfavorable 
balance of trade is steadily being reduced 
to the point where a surplus of exports 
may be expected instead of a deficit, and 
the pound in foreign exchange has in the 
opinion of some authorities seen its worst. 
The heaviest part of the movement of 
food-stuffs and cotton is probably over by 
now and the country at large may expect 
a gradual resumption of pre-war indus- 
trial activity. 


France 


RANCE, next to Belgium, has suf- 
fered the worst physically of the 
combatants, and is proportionally 

slow in recovering. An additional handi- 
cap to the nation has been the necessity, 
real or imagined, of keeping relatively 
larger armies than the other nations on 
duty in various parts of Europe. 

The devastated districts about which 
center a good deal of current discussion 
as to the future of France have been dis- 


playing remarkable powers ‘of restoration 
and energy so that a period of only a few 
years is expected before Northern France 
will be re-established. The terms of the 
Peace Treaty have on the face of them 
been very favorable to France, but a clos- 
er analysis of the situation apparently re- 
veals that the gain measured in real values 
is not as great as it appears to be on 
paper. 

The iron beds of the Briey Basin are stil] 
for the most part of little value pending 
their restoration to usefulness curiously 
enough by German engineers. The inten- 
tional wreck which the Germans made of 
a good many of the mines by which they 
passed has, it appears, been thorough- 
going, and an estimate of ten years has 
been made by French authorities before 
the mines can be run at their pre-war 
rate. In any case, France will need coal 
in large quantities then worse than she 
needs it now, and it is realized that at the 
present time the coal shortage is one of 
the pressing problems of France. Short- 
ages in a good many other vital com- 
modities are distinguishing features of 
French economic life. The sugar short- 
age there is noteworthy, although some 
relief has been gained by arrangements 
with the Czecho-Slovak Government and 
indirectly with Cuban sugar growers. 


Foreign Trade 


Because of the decline in the exchange 
value of the franc a financial barrier has 
been built up against exports to France 
as effective as any ordinary political tariff. 
This result was contemplated in March of 
last year when the pegging of the franc 
at 5.70 which France had practiced 
through J. P. Morgan, together with the 
British Government, was discontinued. 

It was shortly discovered, however, that 
the “protection” thus gained was bought 
at too dear a price. It was found also 
that while an-adverse exchange rate laid 
an additional impost upon luxuries, those 
who wanted the latter badly enough 
bought them in any case, leading to the 
further depreciation of the franc abroad, 
while, at the same time, certain essential 
imports, stich as those of food-stuffs and 
a few raw materials, were continued 
against the severe handicap imposed by 
exchange conditions. As q result the low- 
ered purchasing power of the franc in the 
foreign exchange market was transmitted 
to the consuming public which bought the 
commodities paid for in depreciated francs 
and thus raised the cost of living to the 
French people at large. 

It was soon seen, therefore, that merely 
permitting the exchange rates to go their 
own sweet way was not sufficient, and a 
system of export and import regulations 
was slowly built up of gradually increas- 
ing complexity. As a result France is, and 
under its present policies will remain, a 
poor place for the ambitious exporter to 
do business with. 


Monetary Problems 


France has one complication in deter- 
mining its financial policy which is less 
prominent in the affairs of the other al- 
lies. This is the question of the indem- 
nity. Its final amount is still indetermin- 
ate, remaining to be decided by the in- 
demnity commission. France does not 
know as yet what proportion of its wart 
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burdens it can move over on to the shoul- 
ders of Germany, and fiscal plans of the 
present are admittedly of a tentative na- 
ture. Late imports of the Banque de 
France show a very high proportion of 
note issues to gold reserves and in this 
fact many see a source of financial weak- 
ness for France. 

The silver problems raised by the fev- 
erish rise of silver and the consequent ten- 
dency to export large quantities of it have 
troubled France in unusual degree. From 
Paris come reports of a severe shortage 
of silver coins, such as occasionally to 
compel the use of police force in order 
to get change and the substitution in large 
quantities of local paper certificates of 
subsidiary currency. 

Severe restrictions are on the books 
against the exportation of either silver or 
gold, but apparently they are more im- 
pressive on the books than off them. A 
large amount of hoarding of metal coinage 
too is said to be partly responsible for the 
monetary difficulties. 


The Industrial Situation 


The industrial situation is in as dis- 
turbed a condition as the monetary. While 
certain materials, such as steel, oil, dye- 
stuffs and others, will be in greater supply 
as a result of the terms of the treaty, the 
raw materials question in general is in a 
serious difficulty. The dilemma is that to 
buy raw materials now means the expen- 
diture of twice the normal amounts and 
more, this at a time when prices are high 
enough in all conscience, because of the 
exchange discount of francs. On the other 
hand, not to buy is to retard the industrial 
recovery of the nation and maintain the 
existing high prices if not actually in- 
crease them. As a result of this double 
difficulty, industrial recovery in the body 
of France has been comparatively slower 
than in the invaded regions. 

The labor situation is more promising 
as we write than earlier in the year, when 
considerable radical propaganda was 
afloat, directly aimed at production. Short- 
ages in the principal commodities of life 
are still the rule, and a rationing system 
is long established. Coal and sugar are 
two of the principally affected commodi- 
ties. Oil is tending to replace coal as a 
fuel to a large extent, helped by the de- 
velopment of some French wells, such as 
the Pechelbronn field in Alsace, but to a 
larger amount supplies have to be helped 
out by importation. 


The National Debt 


France is still in the throes of war 
finance. The funding of the national debt, 
the raising of more money by new internal 
loans, and the creation of arrangements 
for the amortization of the old ones, both 
internal and external, are problems of the 
first importance. A little help has been 
given by the announcement that this coun- 
try would permit interest accruing on our 
war-time loans to be added to the princi- 
pal, instead of pressing for collection. The 
war fund of $10,000,000,000, which was to 
be devoted to loans to our Allies, is about 
exhausted by this time, and it is unlikely 
that Congress will consent to lend more 
money, 

Arrangements are now being completed 
for another large internal loan, no sub- 
scription or subscription price limit having 
been assigned, to pay five per cent, re- 
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FRENCH VINEYARD IN CHAMPAGNE 


The rapidity with which agricultural France has returned to its pre-war 
pursuits is one of the most encouraging features of the reconstruction 


period. 


The grape industry is one of the most important divisions of 


French farming 


deemable at 150 by lottery drawings twice 
a year. Should popular response to the 
appeal be large, particularly if foreign 
countries buy to any extent, a temporary 
alleviation of France’s fiscal troubles may 
result. 

Taxation is recognized to have ap- 
proached its reasonable limit, and to be 
close to the point now where it stifles 
business. Supertaxes, especially om war 
profits, will continue to rule high, but ap- 
parently no more suggestions such as those 
hearé earlier in the year, for the imposi- 
tion of a direct tax on capital, and’ pro- 
posed by the Finance Minister himself, are 
being entertained. 


4 ‘Transportation 


French railroads are suffering severely 
from -want- of fuel, and. operatiogs have 
had to-be curtailed in many instances, This 
condition has its reflex on industry, though 
not to as great an extent as it would if 
production were at a higher rate. 

Shipping conditions are improving, par- 
ticularly as a number of ex-German 
vessels have been assigned to the French 
mercantile marine, but freight rates are 
not high enough to permit of much pros- 
perity in this line. One great difficulty, 


apart from the natural hindrances to im- 
port trade which exist, is the lack of ex- 
portable goods in France itself which 
make rates cheaper and yet business more 
profitable by equalizing the freight burden 
of the freight ship both coming in and 
going out. 

Considerable progress is being made in 
railroad construction, both in the devas- 
tated areas and in the rest of France, 
though more particularly in the former, 
as it is recognized that in the modern in- 
dustrial state a good railroad system is 
indispensable. Railroad labor is demand- 
ing a greater share in the mandgement 
than heretofore, but no disturbances from 
this cause are as yet reported. 


Prospects 


All in all, the outlook for France is not 
as bright as for her insular neighbor. She 
has suffered more directly from the war, 
lost a larger proportion of her man-pow- 
er, due allowance being made for the ac- 
celeration of the decline in birth-rate, her 
exchange is at a greater discount, and she 
is burdened by huge foreign debts. In- 
trinsically, France as a nation is in good 
condition and her present troubles appear 
to be temporary. 
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General Aspects Of Leading Bank Stocks 


The Analysis of Banking Securities and How Values May Be Judged—Tests Applied to Ameri- 
ica’s Leading Trust Company—What Is Guaranty Trust Stock Worth? : 


HE stock of the Guaranty Trust 
Company sells around 420-430 with 
a par value of 100 and a “book 
value” of 220. The latter figure has only 
shown a gain of 10 points in the past 
year, and adding this to this dividend of 
20 points paid out shows a net earning 
power of $30 a share for the past year. 

There are very many industrial issues 
that show much larger earnings and yet 
sell far below their par value, or only a 
small percentage above 100% of their 
price. Striking examples are Republic 
Steel, Crucible Steel and American Car 
Foundry selling above par, and American 

International Paper or National 
Enameling & Stamping selling below par. 
None of these big earners commence to 
approach the price levels of Guaranty 
Trust stock in spite of the fact that upon 
a basis of earnings, dividends and out- 
look it would seem that they ought to 
sell higher and Guaranty Trust much 
lower. But although the probabilities are 
in favor of higher prices for the indus- 
trials—at least temporarily—it is by no 
means certain that any higher plane of 
prices will be maintained year after year, 
or that their dividends are a permanent 
fixture during times of depression. On 
the other hand when a stock like Guar- 
anty Trust goes up it may be depended 
ween reasonably to stay up and go higher 
still. 

The book values of the industrial 
stocks named are far higher in relation 
to the selling price than is the case with 
Guaranty Trust, or, in fact, any bank 
stock, but in the former case they have 
not the same significance when it is re- 
membered that value in the latter 
case represents cash, bonds, buildings and 
loans that is worth full price and very 
often much more. It might be asked, 
why should an investor pay $200 a share 
premium above the book value to own 
Guaranty Trust? 

The item of “good will” is absent in 
all balance sheets of banks and trust com- 
panies without any exception. No mat- 
ter how long established, what it earns 
or pays in dividends, nor its undoubted 
future prospects, the many millions of 
dollars invested in building up goodwill 
and business among customers; all this 
is not charged, or rather these items are 
lumped in “expenses.” It cannot be de- 
nied that a business that has grown from 
a capital of $1,000,000 to $25,000,000 and 
has piled up a surplus of nearly $30,000,- 

in addition, has every right to a large 
good-will value. When it is also con- 
sidered that the business has been in 
existence from 1863—a total of 57 years— 
the average person may well attach a 
mental valuation of importance to this 
undeclared item. Yet, in the balance 
sheet of the Guaranty Trust Company, 
which has the record just stated, we find 
no allowance for good-will, and very 
large sums are still being spent every year 
in building up new custom, new good- 
vill and undoubtedly new profits. 
This conservatism does not end here. 
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By VICTOR DE VILLIERS 


A large allowance must be made for the 
additional value that must be attached to 
a common stock where it is not preceded 
by. bonds, or a preferred issue. The 
esteem in which such “master stocks” are 
held is shown in the relatively high 
prices (based on par value) that bank 
and trust stocks command, and the fact 
that through good and bad times these 
comparatively high values remain. This 
phenemenon is also seen in the Standard 
Oil issues which bear a remarkable simi- 


BANKERS TRUST BUILDING 
One of the tallest buildings in the Wall 
Street section, the Bankers Trust Build- 
ing is typical of the towering strength of 

American banking institutions. 


larity in price, capitalization and policies 
to the banks. The majority of the 
Standard Oils also sell “in the hundreds,” 
not a single issue is preceded by bonds 
and only five out of thirty-seven have 
preferred issues preceding them. 

Adding these factors, we arrive at a 
negative quality—omissions rather than 
commissions—that give bank stocks an 
aristocratic and exclusive blend that is 
found in no other type, and for this 
unique quality the investor in the case 
of Guaranty Trust Company’s stock is 
asked to pay a premium of 200 points if 
he wants to own any. Is it worth it? 

We believe it is well worth paying the 
price, and that a premium of $100 a share 
for good-will and another $100 for the 
privilege of being on an equal footing 
with all others in the company, without 
encumbrance or preference is equally 
cheap. For the balance the investor gets 
the equivalent of a cash investment of 

a share which he cannot dissipate or 

lessen, and gets dividends of $20 a share 
on the whole. I do not know where one 
could get better values nor a more con- 
servative or promising repository for de- 
pendent funds. 


Through the courtesy of a member of 
the New York Stock Exchange who was 
formerly associated with the Guaranty 
Trust Company, we are able to present 
a graphic picture of the growth of this 
great banking house since 1891. A care- 
ful study of the figures will show that 
the only serious setback was that suffered 
in the panic year of 1907, and that even 
in that trying period the company suf- 
fered through cash withdrawals needed 
to protect securities that were mostly 
taken up for cash by customers. It paid, 
maintained and even increased its divi- 
dend after 1907 and its growth has been 
even more remarkable since that time. 

The importance of the figures in the 
tables to the student of bank securities’ 
values is that in many respects it pre 
sents a composite picture—a symphony in 
figures—of the growth of the U. S. A. 
in general and the banks and trust com- 
panies in particular. The “Guaranty” as 
leader of them all, leads the way, and its 
report of deposits and resources may be 
taken as a fairly accurate index of com- 
mercial conditions throughout the land at 
any time. 

_Total resources have increased vastl 
since the table was compiled; in fact, of- 
ficially eo as 503,019 on Noven- 
ber 12, 1919, I believe that when the last 
returns for 1919 are compiled it will be 
found that another chapter in banking 
history in this country will have been 
written, and that “Guaranty” will have 
the distinction of crossing the billion-dol- 
lar mark. 

Internationally, the Guaranty Trust 1s 
rated among the foremost in the worl 
in a class with the Bank of England, 
the Bank of France or such private bank- 
ing concerns as the Rothschilds and Mor- 
gans. When the Edge Bill becomes law 
American corporations are formed t? 
finance international trade, particularly 
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that of the participants in the big war 
(which includes Germany, Austria_ and 
Turkey), we may expect to see the Guar- 
anty take a leading part in swinging co- 
jossal amounts, besides w (in the 
writer’s best judgment) the war billions 


How does this affect the “Guaranty? 

The big Trust company is one of 
America’s biggest guns in finance—par- 
ticularly international finance. It should 
and will handle a very fair percentage 
of the billions in bonds and loans that 
will be issued, whether Sir George Paish, 





will commence to look modest. Sir 





GUARANTY TRUST COMPANY OF NEW YORK 
Twenty-seven Years of Its History 


Year ended Total Dividends Dividend 
December 31 Capital Surplus Deposits Resources Paid Rate 
ee $2,000,000 $500,000 neem Oe eas ee ae ines 
ae 2,000,000 1,000,000 $9,930,187 $14,206,728 $120,000 6% 
eee 2,000,000 1,000, 10,356,485 13,808,291 140,000 7 
TM... .c00 000,000 1,500,000 10,135,973 14,102,666 160,000 8 
er 2,000,000 2,000,000 11,354,014 15,784,999 180,000 a 
1896....++. 2,000,000 2,000,000 12,060,561 17,037,025 200,000 10 
Ree 2,000,000 2,500,000 13,755,117 108 220,000 ll 
1098... .c00 2,000,000 3,000,000 22,651,628 28,462,656 240,000 12 
a cccoue 2,000,000 3,500,000 21,012,978 27,071,351 240,000 12 
RR 2,000,000 4,000,000 22,072,354 28,596,070 320,000 16 
Re 2,000,000 4,500,000 31,146,982 39,395,060 320,000 16 
eer 2,000,000 5,000,000 29,342,421 37,547,445 340,000 17 
ee 2,000,000 5,000,000 33,222,816 41,018,720 400,000 20 
aE 2,000,000 5,000,000 59,316,128 66,982,866 400,000 620 
C—O —Es 2,000,000 5,500,000 41,651,484 49,756,511 400,000 20 
epee 2,000,000 5,500,000 45,603,823 54,071,058 400,000 20 
COC 2,000,000 6,000,000 28,659,990 37,220,584 400,000 20 
eee 2,000,000 6,000,000 69,338,465 79,334,656 400,000 20 
ae 2,000,000 8,000,000 79,509,948 90,434,596 400,000 20 
aes 5,000,000 18,000,000 124,684,139 151,555,388 1,600,000 32 
Sere 5,000,000 18,000,000 164,352,514 214,185,545 2,000,000 40 
10,000,000 20,000,000 174,358,748 231,053,790 2,300,000 38 
ee 10,000,000 20,000,000 161,873,474 230,469,190 3,200,000 32 
BE. oseene 10,000,000 0,000,000 219,773,442 283,254,389 2,800,000 28 
eee 10,000,000 10,000,000 418,549,861 505,736,104 2,800,000 28 
BES... cscs 20,000,000 20,000,000 454,203,615 558,715,736 6,500,000 32% 
Pe 25,000,000 25,000,000 534,281,975 660,754,296 4,500,000 20 
ae 25,000,000 25,000,000 583,786,091 775,493,531 5,000,000 20 








George Paish, Editor of “The London 
Statist,” who has made himself famous 
through his prophesy that the pound 
sterling would break $4, his various 
prognostications about the condition of 


ex-Governor Edge or the President starts 
the ball rolling. Roll it must and will, 
and I expect to see the Guaranty Trust 
Company well in the foreground when 
it commences. 

The Guaranty Trust Company has 





GUARANTY TRUST COMPANY OF NEW YORK 


Condensed Statement, November 12, 1919 


Resources 
Cash—on Hand and in Banks................seeeees seciaiddateninaaa $121,526,810.62 
Exchanges for Clearing House.................. eeeeateeipecss arene 51,295,260.84 
DOGS Gl cn cdg cord cbishcccasencedsusssebeceosecooece 513,333,855.99 
U. S. Government Bonds and Certificates. .............0..eeeececcceces 56,765,771.78 
Public Securities ............ fadthe bbe Seddggerascanetnnenicbercensers 31,326,713.34 
Oe Gon nidinhsdadeatenetdanguskessesebbosehesseehees vues 49,867,297.56 
Bonds and Mortgages............s+esesees ocnseseess edecrccece ééecsus 2,261,050.00 
ET LI LEE LI LPL ap ES yee ae 75,581,520.84 
Credit Granted on Domestic and Foreign Acceptances...............+ $2,322,979.97 
Be Cat cher den dubetnbadéduscceweausdnstniossdbaceins anes 6,000,000.00 
Accrued Interest and Accounts Receivable...............seecceceecees 6,221,758.10 
Liabilities $966,503,019.04 
iii Trteiet Lbebadbubicdchinccwocccavaconean $25,000,000.00 
Surplus Fun TE LEE et SNE ae 5,000,000.00 
Additional Surplus—not required by law................. 20,000,000.00 
$ 000.00 
a ice a Baines cocrtbtecnecestsctidadtandie : wasctoanss 
Sena GE c04diies venndiiahbessavcccctcuneenadeséanacetcts 585,000.00 


Notes Secured by Liberty Bonds Rediscounted with Federal Reserve Bank 54,948,975.50 


Due Federal Reserve Bank Against U. S. Government Obligations....... 36,500,000.00 
Outstanding Treasurer's Checks..............+cscceeccseenecceececeees 20,320,405.96 
oreign Accounts other than Deposits...............sccecccccccccccece 15,822,481.22 
mestic and Foreign Acceptances. .... inesecccasesekesedensdeanes sade 52,322,979.97 
Accrued Interest Payable and Reserve for Taxes and Expenses.......... 6,643,664.20 
OED. 000000002 ccdeeeneen Cebebbbenbeeeses oscneseeescbebedib<bbeds 705,190,049.27 
a $966,503,019.04 





— 





in this country to raise a loan of “stag- 
&ering proportions” (thirteen billions is 
the figure hinted at) shows how the wind 
is blowing. And the wind may* develop 
into a money storm, the like of which 
has never hitherto been seen within the 
memory of man. 
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never been in business for its health, as 
the figures testify, although its record of 
ood-will and square dealing is plain 
rom its billion dollar business. That it 
will profit immensely from the recon- 
struction period immediately ahead, I be- 
lieve the figures of December 31, 1920, 


will commence to show. 

How does this affect the investor? 

An investment in Guaranty Trust 
Company at 420 is a partnership with one 
of the most promising banking houses 
whose past is brilliant and future still 
full of possibilities. Although the capi- 
talization stands at $25,000,000, which is 
a twenty-five-fold increase from the origi- 
nal figures, it will be noted that Guar- 
anty Trust has put on “full steam” since 
1910, when the capital was advanced to 
$5,000,000—the first in twenty years. 
Since then this source of reward to 
stockholders has been opened up in a 
generous way, changes having taken 
place four times in less than ten years; 
in other words, “something has hap- 
pened” on the average about every two 
and a half years. 

Each change of this sort almost in- 
variably means something substantial to 
stockholders. For example, in 1912 when 
capitalization was doubled from $5,000,- 

to $10,000,000, stockholders were 
given right to subscribe for new stock at 
par, although the shares were then val- 
ued at $500. These rights were the 
equivalent of a gift of $320 a share based 
upon the percentage right to subscribe. 
Big “melons” fell to stockholders in 1910, 
1916 and 1917, worth hundreds per share 
on each occasion, and there is no reason 
to suppose that others will not accrue in 
the next few years. 

What has been specifically illustrated 
in the case of the aranty Trust Com- 
pany holds good with very many bank 
and trust companies As we have said, 
the figures are representative of the ma- 
jority of them, and if one lot taken from 
any of the big bank or trust companies 
records were superimposed on the other, 
I believe if the whole were charted into 
a single graphic we would have a potas 
not dissimilar to the Guaranty’s figures. 
Perhaps we may find time and secure 
permission to do this. 


HURLEY’S OPINION 


Former Chairman of the U. S. Shipping 
Board: 


“Adequate and efficient electric railway 
facilities are just as essential to the de- 
velopment and prosperity of our com- 
munities as the transcontinental lines. 

“The public interest requires first 
class service and is willing to pay in 
additional fare—the public interest is best 
served when a fair return is paid on 


capital invested.” , 





EMPLOYERS NOW INSIST ON 
MAXIMUM INDIVIDUAL EFFICIENCY 


Perry Phelps, of Bethlehem Shipbuilding 
Corporation, Describes Stricter 
Rules of Conduct 


‘“During the war, maximum production 

was the first essential; cost came after- 
ward. Our first consideration now is the 
‘productive day’; that each man in our 
employ shall work the maximum number 
of days at his maximum effort and effici- 
ency. We are laying off men who are 
indifferent and taking on others, and by 
this means will the growth of a highly 
organized and efficient force be accom- 
plished. 

“It is not as much a question of wages 
as it is the work of each man. We are 
glad to pay good wages, but we must 
have the work. Low costs are the prime 
factor in succesful competition and 
maximum production is necessary to 
minimum costs.” 
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What Thinking Men Are Saying 


Financial Authorities Amazed at Progress in Industrial Reconstruction Made By 
Countries of Europe 


BELGIUM QUICKLY REGAINING 
FINANCIAL EQUILIBRIUM 


Vice Prest. Muchnic, of Amer. Loco. Sales 
Corp., Thinks Country Will Soon Be 
Economically Sound 


“Before leaving Brussels I had an in- 
terview with the very capable Premier 
and Minister of Finance, Monsieur Dela- 
croix. He confirmed the news of the 
successful flotation in England of the 50 
million pound sterling loan—this loan 
bears interest at the rate of 5%, matures 
in 25 years and payable at maturity in 
Belgian francs at the normal, or pre-war, 
rate of 25.25 francs to the pound sterling. 

“M. Delacroix also referred to another 
financial operation which, it is expected, 
will result to the benefit of his country, 
viz., the sale of some seven billion Ger- 
man marks current in Belgium at the 
termination of hostilities. The sale of 

_ these marks was made on the basis of the 
pre-war or normal rate of francs, 1.25 to 
the mark. 

“These two financial operations place 
Belgian finances on a very strong founda- 
tion, except for the dollar payment she 
has to meet now and in the immediate 
future. It is to be hoped, therefore, that 
our bankers and the investing public will 
not delay much longer the granting of a 
substantial loan to Belgium. Such a loan 
would prove not only a sound and safe 
investment, but would permit the sale of 
foodstuffs, manufactures and raw prod- 
ucts for use in manufacturing, to Belgium. 

“From what I could observe during the 
very short stay in Belgium its industry 
and commerce are rapidly getting back to 
normal,” 





JAPAN KEEPING PACE WITH 
NATIONS OF THE WORLD. 


Premier Hara Declares His Government Is 
Solving Problems Which Confront It 


“Extension of the 
franchise, the eter- 
nal food problem 
and foreign diplom- 
acy, especially with 
reference to China, 
stare us in the face, 
demanding study be- 
fore a solution can 
be reached. The 
Government is opti- 
mistic, however, and 
expects to encounter 

no serious obstacles. Concerning the 
franchise we are prepared to meet the 
will of the people. 

“Social and industrial conditions in 
Japan compare favorably with those in 
Europe. In the matter of foreign diplom- 
acy, Japan needs a careful propaganda to 
correct the misunderstanding of Japanese 
aims and ideals. The best propaganda 
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would be that of the people themselves, 
who must cultivate a broad international 
spirit through intercourse and the ex- 
change of views. 

“I am convinced that Japan is advanc- 
ing with the rest of the civilized world 
and is not going behind or against it. 
Japan can go forward with faith in her 
future.” 





FRANCE ON THE EVE OF GREAT 
INDUSTRIAL EXPANSION 


President Schneider, of Le Creusot Iron 
Works, Optimistic of his Country’s 
Future 


“France is far 
from having ex- 
hausted her natural 
resources. Though a 
country of tillers of 
the soil, the effi- 
ciency of her agri- 

* cultural industry 
only reaches one- 
half of what it could 
be. Under the pres- 
sure of necessity, 
she is going to 

strive to get crops twice as large as the 
ones she has gotten hitherto. 

“Before the war, French metallurgical 
industry was growing rapidly. French 
metallurgy had doubled its production 
within ten years. To-day victory gives 
back to France the Lorraine metallurgi- 
cal country and with it the certitude that 
she can become an important producer of 
pig iron and steel, and to take from Ger- 
many in that respect her ancient suprem- 
acy. 

“France, it is true, is deficient in coal. 
But the harnessing of hydraulic resources 
is giving her, on the other hand, enor- 
mous possibilities. Before the war we made 
use of 700,000 hydraulic horsepower. To- 
day we employ 1,200,000 horsepower. 
Next year it will be 1,500,000 horsepower. 

“And last, but not least, is it necessary 
to remind you of the riches not yet util- 
ized contained in the French Colonies? 
North Africa alone, with Morocco, Alge- 
ria and Tunisia, is quite a world in itself, 
which has not yielded one-tenth of what 
it is going to yield.” 





BRITISH INDUSTRIAL COMPANIES 
FAIRLY CHOKED WITH ORDERS 
B. M. Edgar, of Sperling & Co., Believes 
War Debt Will Be Liquidated 
Very Soon 

“Great Britain is being choked with 
orders. People were afraid that after 
the war there would be two or three men 
for every single job. I predict that in a 
few months, certainly before another 
year is out, there will be two or three 
jobs for every single man. We are in for 


a period of productivity such as eves 
Great Britain has never known. 

“Sound finance lies at the root of 
everything, and the soundest system of 
finance is that which does least to check 
or to discourage the production of more 
wealth. If we bear that simple formuk 
in mind and tax income heavily, while 
leaving capital as much alone as pos- 
sible, the quickness of our recovery will 
astonish the world. 

“Our capacity for production to-day is 
at least twice what it was in 1914, and 
the whole of Europe will soon be clamor- 
ing for our goods. There is going to be 
work for all if only “everybody will do 
their bit, and out of the profits of our 
labors we shall wipe off the war debt far 
sooner, I imagine, than Mr. Chamberlain 
seems to think.” 





SCANDINAVIAN COUNTRIES ENJOY 
STRONG TRADE POSITION 


Robert W. Marten, Banker, Says Denmark 
Is Taking Trade Away from Germany 


“The Scandinavian countries began a 
generation ago to improve their school 
systems. Those nations, therefore, have 
men prepared and capable of taking ad- 
vantage of the situation. 

“Denmark is taking trade away from 
Germany and stands to be one of the 
most active competitors that the Germans 
will have. The Danes have sent young 
men to all parts of the world and that 
nation will be found bidding actively for 
trade against England. 

“The Scandinavians made large profits 
out of the war, and since the signing of 
the grmistice, have been experiencing 
some reaction in trade, but they are in 
an unusually strong position.” 





ENGLAND MUST INCREASE HER 
EXPORT PRODUCTION 
Sir Auckland Geddes Predicts Collapse of 
Exchange Unless Export Balance Is 
Restored 


“Our money in the 
international sense 
must continue to fall 
in value until the 
stream of goods 
which we are send 
ing out equals the 
value of the goods 
which we are im- 
porting. What 3 
stopping us getting 
out that stream of 
goods? There is in- 

sufficient production in nearly all our 
trades. 

“I tell you with perfect certainty that 
this present fall in the value of the po 
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in New York is evidence, if any further 
evidence were required, that the sands are 
running out in the elasa. that the time 
for dreaming, the time for recovering our 
balance after the war, is passing, and that 
this nation has got to get down to work 
in a way that it has never worked before. 
Fortunately, the prices which we are get- 
ting for what goods we can send are 
great prices. Fortunately for us the 
world’s markets are short of goods and 
the nations are hungering for what we 
can send them. I say fortunately, other- 
wise months ago we should have been 
faced by a collapse of exchange similar 
to that in Germany.” 





CORPORATIONS CANNOT COPE WITH 
EUROPEAN PROBLEM 


Vice President Coles, of N. Y. Life Insur- 
ance Co., Believes Only Solution Lies 
in Joint Effort 


“No single corporation in this country 
has sufficient capital to enter this field 
alone, nor would it be warranted in as- 
suming the risks. I am convinced that 
nothing substantial will be accomplished 
in bringing about normal conditions in 
Europe unless operations from this side 
are syndicated; in other words, unless 
the great manufacturing corporations or- 
ganize themselves to undertake this work, 
supplying raw materials, extending the 
necessary credits and assuming the risks 
on some pro-rata basis.” 





AMERICA’S HELP ESSENTIAL TO 
ADJUST FOREIGN EXCHANGE 
Sir George Paish Describes Futility of 
English Efforts Without This Country’s 
Support 


“The action of the 

British Government 

in consenting to 

come to the assist- 

ance of France, 

while indicating to 

our ally our friendly 

desire to assist her, 

does nothing effec- 

tually to correct the 

situation. In so far 

as the issue of a 

French loan in Eng- 

{and will prevent the collapse of French 

exchange, it is good, as affording more 

time in which to take comprehensive 

measures, but unless such action be sup- 

plemented by a corresponding action on 

the part of the United States towards all 

the Entente nations in Europe, and espec- 

ially Italy, it will merely mean that the 

decline in French exchange will be slower 

than otherwise it would be, while the 

decline in British exchange will be 
faster.” 





FINANCING FOREIGN COUNTRIES A 
JOB FOR THE GOVERNMENT 
Prest. Hulbert, of Merchant’s Trust Co. 
Protests Against Policy of Depending 
on Private Capital 
“The stubborn position of the Govern- 
ment in refusing its influence or help in 
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correcting the present situation is indeed 
a calamity of world-wide influence. The 
Government recognizes how highly im- 
portant it is that our trade with Europe 
should be continued, but at the same time 
asserts it is a matter for private exporters. 

“This position is altogether wrong. The 
task is too big. Europe, or more partic- 
ularly Great Britain, France, Italy and 
Belgium, owe the United States a floating 
debt of $3,000,000,000. So long as this is 
hanging around their necks they cannot 
trade in volume with this country. They 
have more gold now than some time ago, 
but it cannot be expected they will ship 
it to this country to increase the value of 
their exchange. They would be left with- 
out means to conduct business. 

“The modern, humane and scientific 
thing to do would be to fund this $3,000,- 
000,000 of debt and allow our former 
allies to pay the interest upon it instead 
of the principal, until such time as they 
can create sufficient wealth to meet the 
debt. The matter is a big one in dollars 
or credit, but a simple one to direct if 
the Government would lend its aid. We 
must treat Europe as the banks would 
treat a customer under similar condi- 
tions.” 





INDIVIDUALS MUST HELP 
RE-ESTABLISH EUROPE’S CREDIT 


Thomas W. Lamont Believes Every Solvent 
Citizen Should Share Responsibility 


“The extension of 
credit, the rendering 
of help to Europe, is 
a work for every 
thrifty and solvent 
citizen of the United 
States. If we don’t 
do our share, no- 
body else will. Eu- 
rope wants to buy 
wheat. Our farm- 
ers have wheat to 
sell. Very well, the 

farmers must sell that wheat on credit; 
not all of it on credit, but a reasonable 
share. The farmer will extend that 
credit, not as to a single shipment of a hun- 
dred bushels, but through the method of 
investing in a thousand-dollar bond of 
some solvent European country that may 
offer her promise to pay for sale here, 
so that, with the credit which she 
establishes, her people can buy Amer- 
ican wheat. And the same formula ap- 
plies to all manufacturers, the same to all 
merchants. In other words, if Europe is 
to be fed and clothed, if she is to con- 
tinue to be the excellent customer of the 
United States that she has been in the 
past, we must all get into the same co- 
operative frame of mind. We must feel 
a responsibility on our own shoulders and 
not be ready to shift it to someone else. 
It is all an attitude of mind. When this 
country, as a whole, when you and I and 
each of our neighbors, wake up and say, 
‘I don’t want the people of Europe to go 
hungry and cold; I will help lend them 
the money to buy America’s wheat and 
cotton,’ then, and then only, shall we be 
doing our part in the reconstruction of 
Europe.” 


INDUSTRIAL CONFERENCE PLAN 
WILL NOT SOLVE LABOR QUESTION 


Samuel Gompers Criticizes Failure to Ree- 
ognize Labor Uniens 


Samuel Gompers 
is vigorously op- 
posed to the plans 
for handling the la- 
bor questions as 
formulated by the 
Industrial Confer- 
ence. In a recent 
statement, Mr. 
Gompers said of the 
commission’s recom- 
mendations : 

“The failure of 
the conference to recognize definitely the 
organizations of workers—trade unions— 
as the basis for representation is a fatal 
omission. Certainly the conference should 
reconsider this point in order to make 
possible the confidence and co-operation 
of wage-earners which can be expressed 
only through organizations of their own 
making. 

“Any plan to establish or maintain any- 
thing like fair relations between workers 
and employers must avoid compulsory 
features. The mass of America’s workers 
are American citizens and in that sov- 
ereign citizenship they are free men. Any 
proposal for compulsory labor is repug- 
nant to Américan sovereignty and citizen- 
ship. 

“In order to promote constructive and 
permanent changes that will eliminate 
causes of much industrial unrest the con- 
ference should consider governmental 
agencies to provide the necessary infor- 
mation and assistance in securing contin- 
uous betterment of working conditions. 
That problem must ultimately be worked 
out by employers and employees, but the 
Government should advise and assist.” 





LABOR’S ATTITUDE DEMANDS 
FORCEFUL GOVERNMENTAL POLICY 


Ex-Senator Beveridge Denounces Coal 
Strike Settlement as “Cowardly 
Expedient” 

In a speech before 
the Pilgrim Society 
of Massachusetts, 
ex-Senator Albert 
Beveridge strongly 
denounced the poli- 
cy of the Adminis- 
tration in the recent 
coal strike. Stating 
that “the Govern- 
ment ac- 
tually consulted 
with those whom 


A 


the Government itself had denounced as 


lawbreakers, whom the court had de- 
clared to be lawbreakers, and who had 
themselves admitted that they were law- 
breakers—consulted with them as to 
whether they would obey the nation’s 
laws, and, if so, upon what terms,” Mr. 
Beveridge concluded as follows: 

“That is not free government by the 
impartial administration of equal laws; 
that is the eccentric rule of cowardly ex- 
pediency by bargaining with law-defying 
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force. The momentary adjustment se- 
cured by such practices results in noth- 
ing permanent; on the contrary, it pro- 
duces new demands because of the cer- 
tainty that again the executive branch of 
the Government, instead of performing its 
only constitutional function in such emer- 
gencies—the execution of the laws—will 
again do what it has no lawful authority 
to do, again ‘intervene’ to bring about 
another ‘adjustment,’ which will again be 
upset almost as soon as made. 

“We must evade no longer; we must 
delay no longer. We must uphold the 
basic principles on which the Republic 
is founded or witness, in our own life- 
time, the disintegration of American in- 
stitutions. The men forming the body 
of these labor groups may have just 
grievances; but no cause for complaint 
justifies them in bringing misery and 
starvation upon scores of millions of men, 
women and children who are not re- 
sponsible for the conditions they thus 
seek to remedy.” 





GROWTH OF MOB SPIRIT THREATENS 
COUNTRY’S SAFETY 


Governor Lowden Sees Possible Collapse 
of Democracy If Law Is Not 
Maintained 


“Successful _ self- 
government in even 
the smallest political 
unit is the only 
guarantee of suc- 
cessful self-govern- 
ment in a_ great 
country such as 
ours. There are 
many evidences that 
this type of govern- 
ment is breaking 
down in America. 

More and more frequently the village, the 
town, the city finds that it cannot main- 
tain order without outside help. This is 
one of the gravest symptoms of the 
times. 

“Whenever a town permits the due and 
orderly processes of government to be 
interrupted by a mob, that town is no 
longer an asset, but becomes a liability 
of the Republic. For, multiply that town 
by a sufficient number, and you have a 
situation in which only the army can rule. 
And no self-governing country was ever 
yet ruled successfully by force of arms. 

“The primary duty of every political 
division, no matter how small, is to keep 
its own house in order. Men are too 
prone, in these days, when disorder 
threatens, to call for soldiers. Soldiers 
will always be needed and must be used, 
if they are the only means to maintain 
the law. For, at whatever cost, the law 
must remain supreme.” 





BANKING INTERESTS DISAGREE ON 
QUESTION OF FOREIGN TRADE 
Geo. M. Reynolds Deplores Confusion and 
Lack of Leadership Characterizing 
America’s Attitude 


“Never before have I observed such 
divergence of opinion among banking in- 
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terests as obtains on the question of our 
European trade. There is confusion and 
lack of leadership, but indefinable hope 
that, somehow, some plan will be worked 
out, probably by joint government action 
by Great Britain and the United States. 
England is still buying cotton and other 
necessities from us and is re-exporting a 
portion of it, but this cannot go on in- 
definitely. 

“While money is close, no particular 
concern is expressed. Money should be 
in better supply by the middle of Jan- 
vary.” 





SUPPLY OF OIL TANKERS FAR SHORT 
OF REQUIREMENTS 


Henry L. Doherty & Co. Say 1,000,000 
Additional Tonnage Could Be 
Used at Once 


“Not only must the 

British tonnage now 

engaged in our pe- 

troleum trade soon 

be replaced, but we 

must build fast 

enoug. to meet our 

rapidly expanding 

domest:c require- 

ments from the 

M. and Texas 

fields. “.t present 

we are averaging 

6,500,000 barrels a month from Mex- 

ican fields and 5,000,000 from Texas 

by ocean run. Within another year, at 

present rate of expansion, the United 

States faces an annual requirement of at 

least 150,000,000 barrels by water from 

these fields—from the Mexican fields 
alone all of 100,000,000 barrels. 

“The United States Shipping Board in 
its building program will care for the 
bunkerage needs of our shipping. In 
other respects private building must keep 
up with the trade’s requirements. Oil 
companies have built and are building 
much tanker tonnage and have already 
contracted for much more. But even yet 
the ordering and building is not sufficient. 
For many months American shipyards 
must be kept busy building tankers, as 
to-day our domestic and export trade in 
fuel oil and other petroleum products 
could easily utilize close to 1,000,000 
additional deadweight tanker tonnage.” 





BUSY TIMES IN STORE FOR 
RAILROAD CAR BUILDERS 


Pres. Woodin, of American Car & Fadry., 
Predicts Big Demand to Make 
Up Shortage 


“The railroad car builders in this 
country are going to have the biggest 
amount of business to do in the next two 
or three years that they have had in their 
history. Purchases during the last four 
or five years have not been up to normal, 
and consequently there is a very large 
shortage which must be made up. Be- 
cause of the scarcity of labor and 
materials the transportation companies 
have not been able to keep up repairs.” 


FIVE BILLIONS NEEDED FOR Raj. 
ROAD IMPROVEMENTS 


Hale Holden, Former President of Bu. 
lington, Asserts Present Rates 
Discourage Investment 


“The roads shoul 
* spend $1,000,000,0 
a year for at leas 
a five-year period 
in order to provide 
the country with ap 
adequate transport. 
tion machine. Fx. 
tensions, improve. 
ments and addi. 
tional equipment are 

sorely needed. 
“On the legisla- 
tion passed and the action of the Interstate 
Commerce Commission in allowing rate 
increases depend the roads’ chances of 
getting these. At present it is difficult 
for the roads to borrow. Financiers have 
not had confidence in railroad securities 
because of governmental attitude toward 

them. 

“If there is a disposition to permit 
them to earn revenue sufficient to war- 
rant expenditures they will have no 
trouble in borrowing the necessary money. 
The fixing of a date for the return of the 
roads is a good thing. It will dispel the 
uncertainty which has handicapped the 
railroads in the last few months.” 





DAMAGED FREIGHT CLAIMS SERIOUS 
BURDEN TO RAILROADS 


R. L. Calkins, New York Central Agent, 
Estimates Central’s Forfeits at 
$6,000,000 Annually 


“The New York Central line is paying 
out over half a million dollars monthly in 
freight claims, the result of thefts and 
breakage of shipping cases. This means 
approximately $6,000,000 a year, and it is 
fast developing into a very serious sitv- 
ation for the railroads of the country. 

“The trouble would seem to be in the 
form of shipping containers. Fiber board 
cases are ideal for many classes of goods 
and wooden cases are also extensively 
used, but in the matter of pilferage they 
do not appear to be secure. 

“Steel ribbons or bands on shipping 
cases are a step in the direction of the 
adoption of the all-metal shipping case. 
In my opinion an indestructible metal 
container is the ideal thing. 

“But whether we are to have such an 
ideal container in use is problematical. 
Shippers are averse to incurring expet- 
sive containers and so long as the rail- 
roads stand ready to pay losses they ap- 
pear to be satisfied. But it is up to the 
railroads to bring about a change. It is 
for the Railroad Administration to force 
the adoption of such measures as will 
materially lessen the huge and growing 
losses annually paid by the railroad com- 
panies of the country on account of 
freight pilferage and damage. Prosect- 
tion of railroad freight thefts has not 
been attended with success for many 
reasons and the time has arrived for 
action on the part of the railroads 4 
a matter of sheer self-protection.” 
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Corporation Bonds Which Show 
Phenomenal Yields 


What Is a “Phenomenal Yield” Today?—Yield and Safety — Some Attractive Bonds Giving 


IKE all descriptive terms, the word 

“phenomenal,” used in the title of this 

article, depicts a condition relative to 
the times. What is a phenomenal yield 
at present depends upon the rate of income 
given by various classes of bonds, and it 
changes with conditions in the bond mar- 
ket. 

It is, for example, not a very difficult 
matter to select a great number of bonds 
at present yielding 7% and even higher. 
Investments legal for savings banks trus- 
tees and insurance companies in the more 
important northeastern states can be had 
to yield 5 to 5.50%, and some higher. There 
are also plenty excellent municipals in the 
market, which are quoted to return 4.75 
to 4.90%, and the Liberties are close to a 
3% basis. 

Now, before the war these yields, con- 
sidering, of course, the safety of the vari- 
ous groups of issues, would be regarded 
as phenomenal, but today they are quite 
ordinary, or the normal thing. Indeed, a 
keen scrutiny of the bond list would bring 
to light many corporation issues of sub- 
stantial character returning as high as 8%. 

What rate of yield on bonds of tech- 
nically solvent corporations, then, may be 
considered phenomenal or abnormal under 
present conditions? I have carefully 
combed the bond list, and find few issues 
of such description yielding more than 9%, 
and most of the bonds resulting from the 
excursion are presented in Table, II (the 
Denver & Rio Grande is technically in re- 
ceivership, but the circumstances in the 
case of that road are quite unique, so that 
I have felt justified in including the im- 
provement 5s in the table). A yield of 
9% or greater may therefore be regarded 
as phenomenal for corporation bond 
issues. 


Yield and Safety 


The high rate yield shown for the vari- 
ous bonds in the table immediately call to 
the reader’s mind undoubtedly the ques- 
tion of safety, for intuitively, and in most 
cases with good reason, investors are sus- 
picious of “extraordinary” yields. Brief 
analysis of some of the bonds contained 
in the table will conclude this article, but 
a general discussion of the relations be- 
tween safety and yield is necessary at this 
point. 

Like all rules, the doctrine that the rate 
yielded by a bond indicates the degree of 
safety of its interest and principal is not 
without exceptions. The bond market is 
fo mort infallible than the stock market, 
and in a number of cases the quoted prices 
do not for a long time indicate the rela- 
tive safety of an issue or discount its pos- 
sibilities. This is especially true in the 
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case of bonds which are not widely known 
and do not have very active markets. 
lhere are in addition other considerations 
aside trom satiety and marketability that 
determine bond prices. 

Nor can the abnormal conditions exist- 
ing in the bond market and the field of 
business and railroading for the past two 
or three years be lost sight of. To borrow 
the term “technical position” from our 
stock market parlance, the great mass ol 
changes affectung business (particularly 
the railroads) and investments has weak- 
ened the “technical position” of the bond 
nrarket, by enlarging the supply of bonds 
that have been thrown upon the market 
and reducing the extent of the demand. 
The low prices of bonds today are to be 
explained largely by market conditions, 
and not by the changes in their safety, for 
the safety of the majority of corporation 
issues, excepting possibly the poorer grade 
public utility and railroad bonds, is as 
good today as it was about five years ago, 
and the safety of industrial bonds as a 
class is far superior. It may be put down 
as a fundamental maximum, that the more 
abnormal the times, the greater are the 
exceptions to the rule that the relative 
safety of a bond can be guaged by the rate 
it yields, and vice versa. 

All this simply means that the investor 
should not dismiss from his consideration 
any bond merely because it gives a phe- 
nomenal yield. It is at all times necessary 
to analyze each issue on its individual 
merits even when things were normal, but 
the need for this is especially imperative 
under present conditions. 


The Railroad Issues 

Of the eleven issues included in Table 
II, six are railroad obligations, which are 
junior liens. The President has declared 
that the roads are to be returned to their 
owners on March 1, and both Houses of 
Congress have passed individual bills de- 
ciding our future railroad policy. It is a 
highly delicate matter, even at this late 
stage, to predict with any degree of pre- 
cision exactly what treatment the roads 
will eventually receive, but it appears cer- 
tain that they will receive rate advances 
sufficient to give them a “fair return on 
their invested capital.” Exactly what these 
mean is yet to be determined, and setting 
a valuation upon any system is a most 
difficult task to say the least. 

For the layman, the valuation likely to 
be placed on any road is an enigma, in 
whose solution he is lacking even guiding 
posts, excepting for a few systems where 
some indications have been furnished by 
Governmental or other official reports. 
As the investor’s interest lies in the first 


instance in the securities of.any road, and 
there is supposedly some relation between 
the value of any property and its capitali- 
zation, a very approximate idea of the 
former may be arrived at by a study of 
the latter. 

The concensus of expert opinion is that 
the railroads of the United States as a 
whole are not over-capitalized, but there 
may be some “water” in a few individual 
systems. Let us assume, just for the 
purpose of argument, that the entire stock 
capitalization of the systems whose bonds 
are quoted in Table II are “water.” The 
aggregate of the outstanding stocks of 
these roads is presented in Table I, and 
it is also important to add that the bonds 
quoted are generally followed by some 
lien or liens even more junior than the 
issues quoted. 

If the roads mentioned are assured a 
fair return on their bonded debt, the safety 
of the bonds in Table II should be satis- 
factory, providing, of course, that their 
issuers have enough fundamental merit 
to show up well when allowed to operate 
under favorable conditions, that is, just 
rates and Governmental regulations. The 
above analysis should not, however, lead 
the reader to the hasty conclusion that the 
junior bonds of the weaker systems are 
generally not speculative, and as a class 
they must be regarded as such until it is 
definitely known how the railroad problem 
is going to be settled. The point is that 
recent developments indicate that any 
probable settlement of the railroad prob- 
lem is very likely to benefit such bonds as 
a class to a marked degree. 

The consideration for the investor then is 
to find the issues which are the best to buy 
to participate in this probable improve- 
ment. Bearing in mind the fundamental 
principle that the chances for profit are 
largest where the disparities from normal 
are greatest when conditions indicate a 
return to a more normal state of things, 
it is natural to expect that issues giving 
a phenomenal yield should include some 
bonds which will enable their purchasers 
to share in any likely profits to a marked 
degree. 


List of Issues 


The table herewith presents eleven is- 
sues giving a phenomenal or abnormal 
yield. It should be made clear to the 
investor that these bonds are not recom- 
mended ‘en masse, and that the analyses 
that follow are as comprehensive as space 
will permit so as to guide the investor in 
making any selection. The asterisks be- 
fore some of the issues indicate the bonds 
which the writer regards as among the 
more attractive. 
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Apams Exprsss Coit. 4s. A direct ob- 
ligation of the company and secured by 
deposit of varied collateral, a good part 
of which is of high-grade character. Au- 
thorized $12,000,000, all of which have 
been issued, but only $7,824,000 in hands 
of public and $4,176,000 pledged. Par 
value of pledged bonds, $13,241,000, but 
market value is considerably less. Deed 
of trust provides that upon maturity of 
bonds the trustee shall sell and dispose 
of the securities deposited hereunder, and 
any surplus remaining, after payment of 
principal and interest and expenses, shall 
be distributed pro rata among the holders 
of these bonds. Until the 1917 year, 
Adams covered its total interest charges 
with fairly substantial margins, but since 
it has been operating with a deficit which 
the Government is to make good so long 
as the United States retains control. In 
July, 1918, the American Ry. Express 
started operations with Adams as a com- 
ponent part. The Presidential proclama- 
tion returning the railroads on March 1 
automatically provides for the return of 
the express companies. 

There have been some reports to the 
effect that Adams will not éngage in the 
express business when released from Gov- 
ernment control, but will continue as a 
holding company. Undoubtedly the most 
profitable days of the express companies 
are past, but it is not very probable that 
Adams will entirely discontinue its ex- 
press business. Assuming even that such 
a step is taken, the valuable collateral 
pledged behind the bonds and the other 
large assets of Adams, especially in its 
real estate holdings, give the bonds good 
protection. Briefly, the present earning 
power of the company and the existing 
uncertainty as to future earnings do not 
furnish any high recommendation for the 
bond, but the assets behind them are sub- 
stantial, and there are possibilities that 
earnings may show improvement in time. 
At 56 the bonds yield less than 9%, but 
they are of rather long term, and look 
like an attractive speculative investment 
with good possibilities for an improved 
investment and market position. 

BAttrimorE & Onto Conv. 4%s. The 
situation as to this road was fully dis- 
cussed in an article in the December 27th 
issue of THE MaGazINne or WALL STREET. 
At prevailing prices the bonds are about 
6 points above their low record, and con- 
siderably below the high figures since 
1913. Prior to 1917, B. & O. earned its 
increasing interest requirements with fair 
margins, but its showing under Federal 
operation has not been highly unsatis- 
factory. In mortgage claim, the bonds 
rank equally with the general and re- 
funding 5s, which is about the most 
junior lien. The future of this issue de- 
pends almost entirely upon what treat- 
ment the railroads are to be given, and 
it is, of course, possible that the bonds 
will come out all right when the roads 
are returned to their owners. It is the 
writer’s opinion that investors can find 
a number of other issues which will en- 
able them to benefit in a greater degree 
from a favorable settlement of the rail- 
road situation. At 60, the bonds are a 
fair speculation for profits, but hardly an 
issue to get enthusiastic over as a per- 
manent holding. 

Derroir Unitep Rartways Cons. 4%s. 
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Issue secured upon company’s entire 
property, and although subject to a num- 
ber of prior liens, for the retirement of 
which provision is made, is protected by 
ample equities on both property and earn- 
ings. Bonds are now selling about 3 
points above low record since date of 
issue. Issue has been depressed by gen- 
eral disfavor against traction bonds and 
fears by investors of difficulties between 
city and the company. Believe that bonds 
are cheap at prevailing prices, and that 
any probable developments as to fran- 
chise situation will benefit them. 


TABLE I 


Outstanding Stock Capitalization 


Road Amount 
214,000,000 
87,775,670 
176,771,300 
25,792,600 
57,947,000 
60,950,800 








Denver & Rio Granpe Imp. 5s. Road 
technically in receivership due to com- 
plications arising out of Western Pacific 
guarantee. Outcome of this difficulty not 
absolutely certain, but indications are that 
it will be settled without any detriment to 
the underlying bonds of the Denver & 
Rio Grande. These bonds are senior in 
lien to $32,922,000 Ist and ref. 5s, due 
1955, and $10,000,000 cum. adj. 7s, due 
‘1932, and are secured by a second lien 
on 1,647 miles. The mortgage-is closed, 
and the bonds are outstanding to the 
amount of $8,335,000. Can not state 
definitely how these bonds will fare in 
connection with settlement of Western 
Pacific guarantee or the railroad problem, 
but at 70 they look like a fairly attractive 
speculation. The Denver & Rio Grande 
earned its interest requirements with fair 
margins until the 1918 year, but has not 


whereby investors can benefit from suc 
an advance. 

Minneapotis & St. Louis Ist & Ry, 
4s. A highly speculative issue. Road ha 
always been a rather. “poor member” 
and in the past ten years has just aboy 
succeeded to cover charges. Outstanding 
to amount of $13,244,000 under close 
mortgage. . Secured by a first lien on 27 
miles of road and junior liens on aboy 
490 miles. Prior in lien to $4,085,856 re. 
funding and extension 5s, due 1962. Se. 
tlement of railroad problem on basis of 
fair return on investment capital wil 
undoubtedly benefit these bonds, but cop. 
sidering present conditions in the bond 
market, there are many other issug 
which should prove more profitable should 
such an event come to pass. 

PHILADELPHIA CoMPANY Conv. Dep, 5; 
Bonds a distinctive bargain at prevailing 
prices. Earnings since 1909 have been 
showing good expansion and property has 
bright prospects excepting with its trac- 
tion properties. Interest charges eared 
many times over, and income received 
from street railway department has not 
been very substantial in recent years. 
Company has not been very conservative 
in the distribution of dividends and the 
position of its working capital account is 
not highly satisfactory, but it should find 
no difficulty in meeting this maturity. 
Convertible at any time into 6% cumv- 
lative preferred par for par. Do not see 
much value in conversion privilege. 

St. Louis-San Francisco Apyj. 6s, An 
attractive speculation having excellent 
possibilities. Interest on these bonds need 
be paid only to the extent that the avail- 
able net income shall suffice for the pur- 
pose, but it is cumulative and has been 
paid to date. The Frisco has done well 
since its recent reorganization, and the 
interest requirements on the adjustment 
6s have been earned more than twice 
over in each year since 1916, excepting in 
1918, when they were about covered. The 
adjustments are prior in lien to the in- 
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TABLE II 
Bonds Showing Phenomenal Yields 


*Adams Express coll. trust 4s 
Baltimore & Ohio conv. 4%4s 

*Detroit United Railways Ist conv. 4%s 
*Denver & Rio Grande improvement 5s 
Erie cons. general 4s 

Minneapolis & St. Louis Ist & ref. 4s 
*Philadelphia Co. conv. deb. 5s 

*St. Louis-San Francisco adjust. 6s 
*Seaboard Air Line ref. 4s 

*United Railways Investment coll. 5s 
*U. S. Realty & Improvement deb. 5s 


Price 
Maturity Abo 
948 


at to Maturity 
56 J 


60 
67% 
70 
40 
40 
875% 
60 
39% 
72% 


*Issues which are, in the writer’s opinion, the more attractive. 





shown up very satisfactory under Federal 
operation. 

Erte Cons. GENERAL 4s. Issue selling 
close to its low record, but even at these 
figures, am not very strongly impressed 
with this bond or any other junior obli- 
gation of the Erie. If the roads are given 
a very liberal advance in rates, this bond 
will undoubtedly advance in sympathy 
with the entire railroad bond list, but 
there are many, more attractive issues 


come 6s, due 1960. The prospects of the 
road under any probable settlement of the 
railroad problem are quite favorable. 
Seasoarn Ar Line Rer. 4s, Authorized 
$125,000,000, of which $36,661,000 are 
pledged under Ist. and cons. 6s, due 195 
and $68,989,000 reserved for various put 
poses, such bonds to be pledged under Ist. 
and cons. 6s. Outstanding to amount of 
$19,350,000. Issue secured by a first lien 
on 278 miles, second lien on 563 miles and 
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third lien on 1,536 miles. Also a first lien 
on $27,000,000 of a total issue of $29,- 
775,000, Ist. 4s of 1950 and a second lien 
on $1,000,000 of securities covered by 
these bonds. Security behind ref. 4s is 
therefore of rather strong character. Sea- 
board managed to earn its interest charges 
with fair margins until taken under Fed- 
eral operation. Road has shown steady 
growth, its traffic and maintenance statis- 
tics show up fairly well and its territory 
ig one of good possibilities. As is the case 
with all of the railroad issues discussed 
above much depends upon how the exist- 
ing railroad difficulties will be remedied, 
but the refunding 4s of the Seaboard look 
like an attractive specvestment at pre- 
vailing prices. 

Unitep Rartways INvESTMENT COLL. 5s. 
A bargain at present prices. Issuer is 
holding company controlling Philadelphia 
Company and the California Railway & 
Power, which in turn controls a number 
of properties operating in California. Out- 
standing to amount of $15,502,000 and 


secured by deposit of $24,200,000 common 
stock, controlling interest in Philadelphia 
company. Secured also by controlling 
interests in California properties. Col- 
lateral security valuable and _inter- 
est charges have been earned in each 
year since 1910 more than one and a half 
times over. Revenues of company for 
some years have been coming almost en- 
tirely from Philadelphia company invest- 
ment, which will undoubtedly continue to 
be the chief source of income for some 
little time. California properties in diffi- 
culty, but reorganization of chief subsid- 
iary property, the United Railroads of 
San Francisco, should be consummated 
before very long, which eventually may 
help the holding company. At any rate, 
interest on these collateral 5s appears se- 
cure under any probable developments. 
The consummation of the United Rail- 
roads reorganization should help the 
bonds marketwise. 

Unitep States Reatty & IMPROVEMENT 
Des. 5s. Company owns large and very 
valuable real estate holdings in and 
around New York City. The recent sharp 





Buy Long Term Bonds Now 


High Yields Obtainable — Unfavorable Factors Discounted 
by Present Low Price Levels 


By R. L. ARMSTRONG 


summer when the 
bond market was fairly strong, I 
expressed the opinion in this maga- 

zine that investors might sell high grade 

bonds in anticipation of lower prices. 

This seemed indeed a rather hazardous 
suggestion, since bonds of this type were 
then selling relatively low, but a compari- 
son of quotations now proves the sound- 
ness of the view taken. : 

The reasons appeared to me obvious. 
Definite plans for foreign financing were 
taking shape. Loanable funds for perma- 
nent investment were scarce, particularly 
so for foreign securities, and certainly 
the proposed issues would likely have to 
sell ultimately at a very high rate of re- 
turn to attract investment and our own 
high grade bonds would sell off in sym- 
pathy. ; 

Foreign exchange suddenly broke to a 
new low level and the trend was decid- 
edly downward. It being profitable for 
European holders of our securities, which 
yet totaled huge amounts, to sell them, it 
was reasonable to suppose that the pre- 
vailing rate of exchange would start 
again more foreign selling, particularly 
our securities which were on deposit here 
as collateral for the maturing United 
Kingdom of Great Britain and Ireland 
5%s, due the following November. 

The knowledge that Liberty Bonds 
formed to a large extent a basis for the 
unprecedented orgy of speculation in 
stocks, which had gained tremendous pro- 
Portions, was another factor of extreme 
importance. As a result of the prolonged 
advance of the stock market its technical 
Position was decidedly weak and a healthy 
reaction which was bound to come would 
bring out a flood of Liberties to cover 
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margin calls. This situation was further 
augmented by the selling of small holders 
to meet the advancing cost of living. 


High Yields 


Liberty bonds now yield better than five 
per cent and have for some considerable 
length of time. Anglo-French Fives have 
been on better than a ten per cent basis 
for some months. The secured United 
Kingdom 5%s have yielded a return of 
more than eight per cent for a similar 
period, with the long term 5%s due in 
1937 now selling around a 634% rate of 
return. Money rates have been extreme- 
ly high, and even the time money rate has 
been better than 7% for almost a year. 

These unfavorable conditions have been 
operating for some considerable length of 
time and have been largely responsible 
for high grade bonds selling at almost 
the lowest level which they have ever 
touched. 

Does not a question arise in your mind 
whether or not the prices of these bonds 
at the present time pretty thoroughly dis- 
count these conditions? 

It is a common complaint among in- 
vestors that their bonds show them near- 
ly always a paper loss. Because of the 
nature of the business and the attitude of 
the buyer it seems this always must be 
so. When long term bonds are selling 
relatively low in price corporations usual- 
ly prefer to borrow through the medium 
of short term notes rather than to com- 
mit themselves to the payment of a high 
rate for a long time, so new offerings of 
long term maturity obligations are not 
made. At such a time as this, new short 
term notes are on the market at an at- 


advance in real estate values has benefited 
the company in an unexpected degree, and 
its earnings during the current year have 
shown a remarkable improvement. Stated 
that company has been selling its prop- 
erty holdings and contemplates making 
further sales. Also does large construc- 
tion and improvement work, for which it 
now has very large orders. The above 
bonds are not secured by any mortgage, 
but they are the only funded obligation 
of the company, which has always earned 
its interest charges with liberal margins. 
The safety of the bonds has been im- 
proved by recent developments. The 
bonds are callable at 105, at which figure 
they are to be paid off at maturity. In 
view of the large sums reported to be 
received from the sale of some of the 
company’s real estate holdings, it is quite 
probable that part or all of the bonds, 
of which there are $16,162,800 outstand- 
ing, may be redeemed. A report to this 
effect is current, but even if it does not 
materialize the bond is very attractive 
considering the high yield and the possi- 
bilities for market appreciation. 


tractive rate of return and are eagerly 
bought by investors. Indeed if long term 
bonds were offered under these circum- 
stances, they would be difficult to sell for 
the average individual at such a time as 
this is usually pessimistic and prefers the 
shorter obligations and so it is that the 
long term bonds literally go begging. This 
seems to be the situation now. 

Bonds and short term notes are now 
selling at about the same rate of return. 
Ordinarily when this situation exists it 
ts @ good plan to buy the longer term ob- 
ligations. 

Another influence which has played no 
small part in causing bonds to ease con- 
siderably in price is the selling to estab- 
lish losses for 1919 Federal Income Tax- 
es. This selling is now over. As a result 
of this selling tremendous sums of idle 
money must be awaiting reinvestment, 
though many of course sold and bought 
back immediately. At any rate this sell- 
ing has been a heavy drag on the bond 
market and is now removed for the pres- 
ent. 


Unfavorable Conditions Discounted 


With the feeling that these unfavorable 
conditions are pretty thoroughly discount- 
ed it would seem that an opportunity of 
a life time now exists for investors to 
place their funds permanently at a high 
rate for a long period of time. It is per- 
haps just as important to know when to 
buy as what to buy. Bonds which sold 
only a few years ago to net less than 
4%4% may now be had to yield almost 
1% more. 

While it is true there are many ele- 
ments which operate to depress bonds, 
such as the prevailing high interest rates 
and commodity prices, nevertheless these 
conditions have been in effect so long that 
it is possible that they no longer are the 
controlling factors. 

No attempt of course is made to predict 
immediate fluctuations but over a period 
of years investors should have no cause 
for regret in taking on the longer term se- 
curities now. , 
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Rails Earning Above Government Guarantee 


Only a Few Roads Are in the Small Honor Group of Companies Which Have Made a Good 
Showing Under Federal Control 


By HENRY FRANKLIN 


T is practically established that Federal 


control of the country’s railroads will - 


soon terminate, and the carriers be 
returned to private operation under legis- 
lation, which, it is hoped, will be com- 
pensatory and of sufficient wisdom to re- 
store credit ard earning power. 

With that development just ahead, 
more than usual attention has been fo- 
cused upon the few roads which are earn- 
ing in excess of the Government guaran- 
tee, or standard compensation. As is 
quite generally known, the Government 
compensation to which the various roads 
are entitled is based upon the net operat- 
ing income for the three fiscal years pre- 
ceding June 30, 1917. It is also well 
enough understood that those three test 
years covered a period of relatively satis- 
factory revenues, and were, all things 
considered, a fair enough basis upon 
which to figure earning power. 

During 1918, the fiscal year of Federal 
control, a substantial number of the Class 
I roads earned, or exceeded Government 
rental. But beginning in 1919 a decided 
change occurred. Gross revenues have 
held up fairly well, but net earnings have 
shrunk, and shrunk. The result has been 
a dwindling number of roads able to 
show even fairly satisfactory results from 
actual operations, and those roads which 
thave exceeded the Federal rental may be 
counted with greatest ease. 

It must be understood that the pro- 
visions of Federal control do not allow 
a road, which is earning above the stand- 
ard compensation, to keep that excess for 
its own purposes. Any excess above the 
standard compensation must be turned 
over to the Railroad Administration for 
the revolving fund. What little Govern- 
ment profit there has been, has been 
easily swallowed up in the deficits re- 
ported by the vast majority of the roads. 





The end of Federal control, now defi- 
nitely in sight, means indirectly that the 
few roads, who have gone “over the top” 
in earnings, will, barring the unforeseen, 
have an excellent start when the carriers 
are returned to private operation. It 
does not necessarily follow that they will 
always be the foremost, or that they are 
now, but they at least deserve special 
mention. 

A point or qualification to be consid- 
ered in an endeavor to secure a line on 
earning power under Government control 
is the so-called arbitrary routing of traf- 
fic. It is probably true that there have 
been many instances during the past two 
years where traffic did not follow natural 
channels but was sent over other routes, 
for reasons which the emergency legiti- 
mately furnished. 

Complete earnings returns of the big 
roads for the ten months of the current 
year ended October 31 are at hand. In- 
cluding grangers, coal roads, trunk lines, 
there is only one large system which 
stands out as earning far above the 
standard compensation, and that is Union 
Pacific. Atchison and.Southern Pacific 
are close, but still somewhat under the 
guarantee. Others in the small honor 
group, if so it may be called, are St. 
Louis-San Francisco, Pere Marquette, 
Michigan Central, The Big Four, and 
Western Pacific. Three of these roads 
are companies reorganized during the 
past four years, while Michigan Central 
and Big Four are paft of the New York 
Central system of lines. 

Union Pacific is leading the large sys- 
tems of the country in actual operating 
results and is one shining example of a 
system from which the Government will 
earn a substantial profit.. In the ten 


months to October 31, Union Pacific, in- 
cluding Oregon Short 


Line and the 


FEW ROADS HAVE SHOWN SATISFACTORY RESULTS 
The rails which have exceeded the Federal rental may be counted with the 


greatest ease. 
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This is a railroad yard view in Chicago, where 40 per cent. of 
. the railway mileage terminates 


Oregon Washington R. R. & Navigation 
Co., reported gross earnings of $147,794. 
000, an increase of about $17,000,000, or 
13 per cent over the same period of last 
year. On the ten months’ showing it can 
be estimated that the Union Pacific Sys. 
tem for the whole year 1919 will earn 
about $18 a share on the common stock 
against $18.64 a share last year. Earn- 
ings of above $36 for the two years on 
the common will indicate a profit to the 
Government of over $11 a share, or per- 
haps $24,000,000. The Government guar- 
antee amounts to about $12.50 yearly on 
the $222,291,600 common stock. These 
estimates of earnings are subject to re. 
vision on account of income tax adjust- 
ment, but they will serve to give a fairly 
accurate idea of the situation. 

There are at hand no detailed traffic 
figures to account for the showing of the 
Union Pacific, in face of the discourage- 
ment suffered by most of the roads. Cut- 
ting through the middle of the country 
west of the Mississippi, Union is and al- 
ways has been in a strategical traffic po- 
sition. 

Union Pacific, incidentally, is well 
known for its large holdings in securi- 
ties of other rails, but this investment 
account has not been responsible for the 
excellent results. Whereas in 1909 the 
return on these holdings was 7% per 
cent, in 1918 it had shrunk to 4.33 per 
cent. Suspension of dividends on the St. 
Paul shares held is one reason for the 
decrease. 

It is hardly necessary to discuss in de- 
tail merits of Union Pacific bond issues. 
They take rank among the best of the 
rail issues and stand forth as eminently 
sound investments. Of course, their fu- 
ture status will depend upon the pro- 
visions of rail legislation, but at this 
writing it appears almost certain that 
railroad bonds at least will be adequately 
safeguarded. 

Union Pacific preferred has paid the 4 
per cent dividends regularly since 1900 
and the stock is high-grade of its kind. 
Naturally enough, the common is in a 
speculative position, but with any kind of 
satisfactory rail legislation, the contin- 
uance of the 10 per cent dividend seems 
reasonably well assured, and the stock 
below 125 appears to have considerable 
speculative possibilities. 


St. Louis-San Francisco 


The ’Frisco system, with its rails 
stretching down from St. Louis into 
Texas and Louisiana, has a direct line 
to the oil fields of the Southwest, and 
the great boom there this year has 
brought the system traffic, which is large 
ly responsible for the road’s good show- 
ing. 

The permanence of this traffic cannot be 
very well gauged at the present time. Of 
course, the boom period will pass, but 
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the oil industry in the Southwest prom- 
jses to be Of substantial permanent sizé. 

In the ten months of the current year 
to October 31, ’Frisco reported net op- 
erating railway income of $12,332,901, an 
increase Of $3,000,000 over the corre- 
sponding period of 1918. On these earn- 
ings, as a basis, it may be estimated that 
the road is earning at the rate of $2.70 a 
share on the $50,447,000 common stock, 
whereas the standard return allows earn- 
ings of approximately 1.57 per cent on 
the $7,500,000 6 per cent preferred, and, 
consequently, nothing on the common. 

St. Louis-San Francisco Railroad Com- 
pany was reorganized in 1916, and the 
feature of the reorganization was the 
creation of two income bond issues—the 
Cumulative Adjustment 6s, 1955, and the 
Income Non-Cumulative 6s, 1960. 

Both of these issues are semi-specu- 
lative; the Income 6s more so than the 
Cumulative Adjustment 6s. But as spec- 
ulative bonds they both appear to be sell- 
ing at attractive levels, and are well 
worth purchasing, from a_ speculative 
standpoint. The Cumulative Adjustment 
6s are selling in the neighborhood of 62, 
while the Income 6s are about seventeen 
points cheaper. The interest on these 
bonds is protected by the Government 
compensation by a relatively small mar- 
gin, but on the actual earnings this mar- 
gin is considerably wider and augurs well 
for the ability of the road to earn enough 
to continue to pay this interest upon re- 
turn to private operation. 


Pere Marquette 

Pere Marquette in 1917 underwent a 
most drastic reorganization in which 
fixed charges were reduced over 50 per 
cent, and $16,000,000 in cash brought to 
the new company. Earnings of the road 
this year have been one of the features 
of railroad operation. The lines of the 
system cut through the heart of the auto- 
mobile manufacturing industry in Michi- 
gan and go down into Indiana and Ohio. 
As a result of great activity in the motor 
industry, Pere Marquette, in the ten 
months ended October 31, 1919, earned at 
the rate of between $9 and $10 a share 
upon the common stock, whereas the 
standard compensation allows the road 
income equivalent only to approximately 
$125 a share. At the end of the ten 
months, the road’s net operating income 
was about $3,000,000 ahead of the gauran- 
tee. This excess does not, of course, 
help Pere Marquette so long as Federal 
control in its present form continues, but 
indicates how well prepared the road will 
be to return to private operation. 

_Pere Marquette’s principal funded ob- 
ligation is the issue of First Mortgage 
bonds, 1956, consisting of $21,976,000 
Series A 5s, and $8,479,000 Series B 4s. 
Series A 5s, which is the most active is- 
sue, at this writing, are selling between 
8 and 87 and look to be an issue deserv- 
ing of careful consideration as a business 
man’s investment. 

There are three classes of stock out- 
standing: the 5 per cent Cumulative 
Prior Preferred, the 5 per cent Preferred, 
cumulative after January 1, 1919, and the 
common. The Prior Preferred is the 
only issue upon which dividends are be- 
ing paid. 

The common stock has been the object 
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of considerable speculative attention in 
the past several weeks, and’ this year has 
moved from a low of 12% to above 30, 
a level which does not look too high. 


Western Pacific 


Western Pacific, built originally to give 
a Pacific Coast outlet to the so-called 
Gould lines, runs from Salt Lake City to 
San Francisco. The road was reorgan- 
ized in 1917 as a holding company and 
controls all the stock of the Western 
Pacific Railroad, the operating company. 
Western Pacific, according to latest re- 
ports, has not finally settled its standard 
compensation with the Government, but 
the amount offered just about covers the 
dividends of 4 per cent which are being 
paid upon the $27,500,000 6 per cent non- 
Cumulative Preferred stock. Based on 


come equal to 1334 per cent on its capital 
stock, whereas the ten months’ earnings 
would indicate actual operating results 
equal to between 65 and 66 per cent om 
the common this year. In 1918 actual 
income was equal ‘to over 54 per cent. 
Michigan Central’s wonderful showing, 
like that of Pere Marquette, has been 
greatly stimulated by the activity in the 
automobile manufacturing _ territory, 
which is served by the road. 

The Big Four, otherwise the Cleveland, 
Cincinnati, Chicago & St. Louis Railway, 
promises to earn probably 20 per cent on 
the common stock this year, whereas the 
Government guarantee is about 9 per 
cent; in 1918, 22.61 per cent was returned. 
Although the Government guarantee is 
equivalent to 9 per cent, the company is 
paying~no dividend upon its common 


TABLE I—RAILS EXCEEDING GOV'T. RENTAL. 


Operating income 
ten months 
ended Oct.31, 1919 
$41,370,912 
12,332,901 


Union Pacific 

Frisco System 
Pere Marquette 
Western Pacific 
Mich. Central 14,676,312 
12,269,790 


*Nothing shown for common. 


earnings for the ten months ended Oc- 
tober 31, it may be estimated that the 
Western Pacific was actually earning at 
the rate of 1% per cent on the common 
stock, after allowing for the full 6 per 
cent dividends on the Preferred stock. 
The improvement did not begin early in 
the year, but in recent months has been 
very noticeable. In October, for example, 
net operating income of $968,236 was 
over 40 per cent of the whole year’s 
standard compensation. If the improve- 
ment continues at that rate in November 
and December, actual earnings will, of 
course, be larger than present estimates. 

Western Pacific has asked for compen- 
sation from the Government, which 
would enable payment of the full 6 per 
cent dividends to which the preferred is 
entitled. Furthermore, it has been re- 
ported that the Railroad Administration 
would agree to fix the standard compen- 
sation at an amount where it would be 
possible to pay the 6 per cent dividends. 

Both the common and preferred stocks 
have had a market advance, based on the 
improvement in the actual earning posi- 
tion, but the preferred in the lower 50's 
looks reasonably cheap as a speculative 
issue and would seem to have greater 
possibilities than the common, even al- 
lowing for the price difference. 


F Michigan Central and Big Four 


The chief interest in the excellent re- 
turns being made by the Michigan Cen- 
tral and Big Four lines lies in the fact 
that they are controlled by the New York 
Central, which company owns almost all 
of the Michigan Central stock, and 
$30,000,000 out of $47,000,000 of the Big 
Four common. 

Michigan Central has a guaranteed in- 


Approx. inc. 
over Gov't. 
compensation 


Indicated 
earnings Approx. returm 
on common from Gov't 
for 1919 compensation: 
$18 $12.50 
2.70 Pees 
Qe 1.25 
1.60 ©, ose 
65+ 13.7 
20+ 9.0 


29% 
10% 
90% 
70% 
118% 
48% 


stock, of which there is about $17,000,000 
in the hands of the public. The regular 
dividends of 5 per cent are being paid 
upon the $10,000,000 preferred stock out- 
standing, and this dividend is well se- 
cured. 





Morgan Not Always Hard 


HERE is no better test of a man’s big- 

ness than his way of handling sub- 
ordnates who make mistakes. 

J. Pierpont Morgan, the elder, had a 


clerk who, living beyond his means, 
sought to make up the balance through 
speculation; and, having failed, helped 
himself to the firm’s money. 

The culprit was called into Mr. Mor- 
gan’s private office. 

He expected arrest. Instead he was 
told to go home and tell his wife all about 
it. “And tomorrow morning,” said Mr. 
Morgan, “see me again.” 

The clerk obeyed, and Mr. Morgan, to 
the young fellow’s amazement, handed 
him in bills the full amount of his pecula- 
tion—$5,400—with: “Put that back where 
you took the other from. It is a loan 
from me, and I expect you to return it 
as soon as you can. None of the other 
clerks know anything about it. Let me 
see if you can’t be a man.” 

After many months the younster re- 
stored to Mr. Morgan the last dollar of 
the debt. 

After counting the ‘pile of bills on his 
desk, to which he had added those just 
given him, Mr. Morgan observed: 

“Well, my boy, it was a bit harder sav- 
ing it than losing it, I'll warrant. Now 
take it home and give it to your wife. It's 
a safe bet that she saved most of it.” 
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Varied Prospects of the Sugar Stocks © ~ 


Conditions Confronting Industry Are Good, Although Individual Corporations Have Their 
Points of Strength and Weakness—Companies Discussed 


YHERE was a time when the retail 
purchase of sugar was accompanied 
by about as much excitement as the 

purchase of a postage stamp. Then, too, 
there was a time when in the corner 
grocery the sugar barrel was a roosting 
place for the swapper of yarns. Now, 
none but a hardy soul would venture to 
be so familiar, and the question of the 
home sugar supply has been as exciting 
a topic as the servant problem. Why? 
Ask Mars. Naturally the producers and 
refiners of sugar are in a position to take 
legitimate advantage of the economic up- 
sets in the normal course of the world 
trade which has brought about the un- 
usual conditions prevailing. 

As a rule, the earnings of the sugar 
companies have been quite satisfactory 
throughout the war period, although an 
artificial market for the commodity was 
made by the establishment of the Fed- 
eral Sugar Equalization Board, which 
purchased all of the 1918-1919 sugar crop 
at the fixed price of 5.50 cents a pound 
and established a margin for refiners’ 
profits in this country, and also fixed 
the retail price within certain limits. 

The life of the Sugar Board would 
have expired at the end of 1919, but 
agitation developed in Congress favor- 
ing an extension of its life, with the re- 
sult that the Senate and the House 
agreed upon a bill prolonging its exis- 
tence, with an amendment which ter- 


By JOHN MORROW 


minates the licensing system so far as it 
affects Louisiana and beet sugar on June 
30, 1920. It is rather well established 
that it will not be possible for the Board 
to again purchase the whole of the Cuban 
crop, as was done last year. 


Retail Price Estimates 


It is variously estimated that the retail 
price of sugar in this country will be from 
20 to 25 cents a pound in 1920, which 
indicates a bright outlook for the big 
companies but does not suggest profiteer- 
ing. It must be borne in mind that there 
has been a large increase in the amount 
of sugar exported this year, and domestic 
consumption has increased probably 25 
per cent. The world supply of sugar is 
not increasing to any offsetting degree, 
and until continental Europe resumes the 
production and export of beet sugar on a 
substantial scale, it is likely that the situa- 
tion will remain abnormal. Some time 
ago it was pointed out that the world 
production of sugar was 2,000,000 tons 
short as compared with the 1913-1914 fig- 
ures. The 1919-1920 Cuban crop will be 
a large one, the domestic beet crop is 
better than last year, Louisiana cane is 
not up to average, Java and India are not 
unusual, and cannot be counted as ex- 
port factors. 

In brief, the foregoing is a sketch of 
conditions, and there surely seems ex- 
cellent reason to assume that the sugar 


CUBA WANTS ELEVEN CENTS FOR SUGAR 
However, even if only eight cents is obtained, it will represent a decided 


increase and should absorb advances in costs. 


The photograph shows 


Cuban sugar cane being hauled to the factory 


producers and refiners have a good sea- 
son ahead. Naturally individual com. 
panies have their particular points of 
strength and weakness, and it does not 
follow that because the conditions cop- 
fronting the industry as a whole are 
good there should be indis riminate buy- 
ing of the sugar securities. 

The number of sugar companies whose 
securities have been brought to public 
attention during the past few months is 
substantial. Not all of them by any 
means are listed upon the New York 
Stock Exchange, but there are five com- 
panies whose shares are traded in there 
which may be counted on to be affected 
by conditions swaying the trade, and 
whose securities have more than passing 
interest. They are the American Sugar 
Refining Company, American Beet Sugar 
Company, Cuba Cane Sugar Corporation, 
Cuban-American Sugar Company and the 
Punta Alegre Sugar Company. In tha 
group is one refining company, a beet 
sugar company, and three producing in 
Cuba. 

American Sugar Refining Co. 

During the period of Government con- 
trol practically all of the speculation was 
removed from the main part of the busi- 
ness of the American Sugar Refining 
Company. The margin between raw 
sugar and refined was made constant by 
the Sugar Board. With refineries of the 
company running practically at capacity, 








Table I—American Sugar Refining Com. 
Hi Low 


*To Dec. 29. 


profits are limited virtually by the volume 
of business done. In the year ended De- 
cember 31, 1918, American Sugar showed 
a net manufacturing profit of $6,661,000, 
but it is estimated that for 1919 this 
profit will be at least $10,000,000 due to 


the larger supply of raw sugar made 
available to the company, and the in- 
crease in the margin between raws and 
refined over last year. If manufacturing 
profit is $10,000,000 and the return from 
investments is about the same as ‘n 1918, 
American Sugar promises to earn better 
than $20 a share upon the common stock 
for the 1919 year. : 

A word about the company’s invest 
ments is essential. As of December 31, 
1918 investments wére carried on ‘he bal- 
ance sheet at about $30,000,000. They 
consist mainly of stocks of beet sugaf 
companies, among them being the highly 
prosperous Great Western Sugar Com- 
pany, and such concerns as the Michigan 
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Sugar Company. At present market 
prices the stocks of the Great Western 
Sugar Company owned by the American 
Sugar Refining would have a value equal 
to about two-thirds of the total invest- 
ment account as carried on the books at 
the end of last year. It has been esti- 
mated previously that the undervaluation 
in the stocks of the Great Western Sugar 
the Michigan Sugar and the National 
Sugar Company amounts to a sum equal 
to $19 a share on the total outstanding 
preferred and common stocks of the 
American Sugar Refining Company. 

If the American Sugar Refining Com- 

y earns $20 a share on the common 
in 1919 the total earnings per share for 
the past four years will have been $75, 
of which $33.25 have been paid out in 
dividends. 

Working capital as of December 31, 
1918 was $36,722,800 of which over $23,- 
000,000 was in cash. After allowing for 
$100 a share on the preferred stock and 
including working capital, trade mark, 
insurance funds, general investment and 
plant account, the asset value of the com- 
mon stock at the end of last year was 
over $200 a share. 

Lately there have been indications of 
expansion plans which may contain in- 
teresting possibilities. The company has 
not been a direct factor in the produc- 
tion of Cuban sugar, but a recent visit 
of the president to Cuba led to reports 
of a contemplated investment in sugar 
lands there. It is believed that if the 
company decides to enter the field it 
would build from the ground up, and not 
buy completed plantations and miles 
which would naturally be held at high 
prices by the owners. 

In this country American sugar is 
wuilding a new $8,000,000 refinery at Bal- 
timore, which will add greatly to the 
company’s strategical position in supply- 
ing the Middle Atlantic and Central 
States. 

Naturally the seven per cent preferred 
stock of the company is one of the best 
grade issues of its kind on the mar- 
ket. The dividend has been paid regu- 
larly since 1891, and annual average earn- 
mgs on the issue during the past ten 
years have been above 16 per cent. 

The $45,000,000 common stock is now 
ma $10 dividend basis, and it seems 
altogether reasonable to think that this 
tate can be continued. The tremendous 
asset value in back of the share, and the 
general outlook combine to suggest fur- 
ther speculative possibilities from pres- 
tnt price levels of the share, which at 
his writing are about ten points below 
the high of the year. 


American Beet Sugar 


While the earning power of the Ameri- 
tan Beet Sugar Company has been lifted 
from pre-war levels, the record during 
the past five years has not been alto- 
stther smooth. The company with pro- 
Piety has been able to establish-an $8 
fividend rate on the common stock, but 
tn the fiscal year ended. March 31, 1919, 
tarnings per share after depreciation al- 
lowance fell to $3.86 a share which meant 

t surplus had to be used to cover divi- 

Payments. Nevertheless directors 
felt Confident enough of the future to 
continue the rate by declaring dividends 
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HANDLING SUGAR BEETS 
Hundreds of tons of beets at the Great Western Sugar Company’s plant 


at Scott’s Bluff, Nebraska. 


The American Sugar Refining Company has 
invested heavily in the shares of Great Western 








in January, 1919, for a full year ahead. 

There is practically no doubt but that 
the company will make a far better show- 
ing in the ‘year to end March 31, 1920. 
At the end of last March the company 
carried over 410,000 bags of sugar, and 
by the end of the summer of 1919 this 
carry-over had been liquidated at a sale 
price of about 8.72 cents a pound. The 
sugar was carried on the books at the 
factory cost of 6.18 cents. This served 
to reduce bank loans and of course to 
improve substantially cash asset posi- 
tion. 

The output of sugar for the 1918-1919 
year was 918,562 bags, and the manage- 
ment, it is understood, is looking for a 
30 per cent increase for the current fiscal 
year. It has been announced that the 
company quite recently sold sugar at 9 
cents a pound, and as high as 11 cents. 
It is usual for American Beet to carry 
over some sugar each year, but it is not 
likely that this will be more than 50 per 
cent as much as the last fiscal year fig- 
ure. 

It will be seen that this year’s cam- 
paign means much to American Beet 


Table I[I—Ameriean Beet Sugar Common 
i Low 
33% 
61% 
63 
48 
62 


shareholders, but it now looks as if earn- 
ings for the period to end next April 
would be above the amount necessary to 
pay the $8 dividends. The earnings rec- 
ord for the past five years may be gather- 
ed from the graph. 

There are no available figures to in- 
dicate what costs of production will be 
this year, but the profit margin should 
be at least equal to last year. It is likely 
that for the bulk of its output the com- 
pany will secure higher prices than last 
year, and this should at least take care of 
any further rise in production costs, 


which have risen steadily during the past 
few years. 

American Beet Sugar has no bonds, 
and only $5,000,000 six per cent pre- 
ferred stock ahead of the $15,000,000 
common. There can be no doubt about 
the safety of the preferred as an invest- 
ment issue. It is rather closely held, and 
usually has a limited market. 

The common stock above 90 is not on 
the bargain counter by any means, but 
if the $8 dividend can be continued, and 
chances now favor it, the shares are not 
at dizzy heights, and given favorable 
market conditions would seem to have 
a chance to go through par. 


Cuban Cane Sugar 

Until a short time ago Cuba Cane 
shares were in decided disfavor, and in 
fact since the preferred and common 
stocks were put on the market in 1916 
they had been steadily attracting a 
smaller and smaller following. The earn- 
ing power of the company has been a great 
disappointment, its margin of profit has 
awakened criticism, and in general the 
company had to come to be regarded as 
of doubtful value. 

The dissatisfaction, which was not con- 
fined to those who refused to buy the 
stocks, came to a head with a formal in- 
vestigation of the company’s affairs by 
General Goethals at the instigation of 
large holders of the preferred stock. In 
his report General Goethals suggested 
several changes in the ways of conduct- 
ing operations, but did not conclusively 
find that what faults there were could 
not be remedied by proper attention. 

Then came the announcement of an is- 
sue of $25,000,000 ten year seven per cent 
convertible debentures, which are being 
offered to preferred and common share- 
holders at par. This financing will en- 
able the company to wipe out its float- 
ing debt, and put it in possession of a 
much needed addition to working capi- 
tal. 

While these events were taking place, 
traders were awakening to the proba- 
bility of fine earnings for the sugar pro- 
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ducing: season of 1919-1920, and the com- 
mon shares have been bid up steadily for 
several weeks past, finally crossing 50. 
What are these prospects for the com- 
ing season? 


Outlook for Earnings 


In the fiscal year ended September 30, 
1919, Cuba Cane earned $7.77 a share on 
the common stock against $1.25 for the 
previous year. The company earned that 
on the production of 4,319,189 bags of 
sugar, and according to its own estimates 
hopes to produce 4,700,000 bags during the 
grinding season now under way. On that 
amount of production it can be estimated 
that a net profit of 1 cent a pound would 
mean earnings of $13 a share on the 








Table I1I—Cuba Cane Sugar Common. 
High Low 

52% 

24% 

27% 

203% 
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common, while if the margin were 1% 
cents the share balance would be $26. In 
the year ended September 30, 1919 the 
margin of profit was only about 80 cents, 
so that a one cent profit is assuming there 
will be some improvement in efficiency. 
In the first year in which the corporation 
reported earnings the margin was 1.36 
cents, a figure which has not since been 
equalled. Cuba Cane produces between 15 
and 16 per cent of the sugar made in 
Cuba, but its operating profits do not 
compare favorably with some of the other 
producing companies. 

The Cuban vice-counsul at New York 
has said that Cuba wants 11 cents a 
pound for sugar this year, but if only 8 
or 8% cents is obtained it will represent 
a decided increase over last year, and 
should more than absorb further increases 
in costs, the chief factor of which is 
likely to be labor. 

All the known factors invite the pre- 
diction that Cuba Cane Sugar is in a great 
position to earn more in the present fiscal 
year than in any preceding year of the 
company’s existence, and to show a larger 
balance for the common despite the crea- 
tion and sale of the issue of $25,000,000 
seven per cent convertible debentures. 

These debentures at this writing have 
not been issued, and are selling on a 
“when issued” basis in the neighborhood 
of par. As they are issued they become 
the senior security, and should be a good 
purchase for a business man’s investment. 
They are convertible into common stock 
at $60, which gives them a speculative 
attraction that may possibly be worth 
while later on. : 

Although there will be these deben- 
tures ahead of the $50,000,000 seven per 
cent stock, it by no means follows that 
its standing is seriously impaired. The 
financing will not mean the full addition 
of interest on $25,000,000 because pro- 
ceeds will be largely used to wipe out 
interest bearing floating debt, and fur- 
thermore the outlook for earnings is such 
as to suggest the preferred has a good 
chance to improve its standing as an in- 
vestment issue, 
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Advancing 30 points this year the com- 
mon has undoubtedly discounted some 
part of expectations, but if earnings of 
$15 a share or better are on the books 
for the present year, there still are fur- 
ther possibilities, particularly as the sugar 
stocks will likely continue to be favorite 
speculations. Of course if the shares 
should establish themselves above 60 the 
floating supply of stock would be in- 
creased through conversion of bonds. 


Cuban-American Sugar 

Cuban-American sugar is one sugar- 
making company which stands head and 
shoulders above other producing com- 
panies in the amount earned on its capi- 
talization during the past five fiscal years. 
It is not a particularly large company, 
but has a compact organization, is con- 
servatively capitalized and possesses 
abundant resources. 

In the five fiscal years to September 30, 
1919, total earnings on the common stock 
amounted to $343.85 a share. The amount 
of common now outstanding is 100,000 
shares, with a total par value of $10,000,- 
000. In 1916, a stock dividend of 40 per 
cent was declared, which raised the com- 
mon share capitalization practically to the 
amount now in the hands of the public. 
During the period of great earnings, 


funded obligations have been steadily re- 
duced, until at the present time they total 
only $4,000,000, compared with over $9,- 
000,000 as of September 30, 1914. 


Table IV—Cuban-American Sugar Com. 
High Low 
38 
152 
126% 
136 
150 
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In the year ended September 30, 1919, 
the company earned $65.38 a share on the 
$10,000,000 capital stock, and made a new 
high record in production, which was 
about 14 per cent ahead of the previous 
year. The company produces about seven 
per cent of the total sugar made in Cuba. 
The company has, in addition to its sugar 
factories, a refinery at Gramercy, Louis- 
ana, and a small.one at Cardenas, Cuba. 
It was recently reported that Cuban- 
American was interesting itself in oil 
lands in Mexico for the purpose of using 
fuel oil at its Cuban sugar factories, and 
thereby reducing production costs. 

Another interesting fact is that, where- 
as the company owns 500,000 acres of 
land in Cuba, less than 35 per cent is in 
cane, which indicates the expansion pos- 
siblities should the company wish to cul- 
tivate the virgin lands. 

The senior obligation of Cuban-Ameri- 
can sugar is an issue of $4,000,000 first 
lien six per cent notes, of which $2,- 
000,000 are due January 1, 1920, and the 
remainder on January 1, 1921, so that 
in a year the company should be free of 
funded debt. 

The seven per cent cumulative pre- 
ferred issue of $7,893,000 is outstanding, 
and naturally is an absolutely safe in- 
vestment commitment. 

As there are only 100,000 shares of 
common stock outstanding, and as they 
are rather closely held, the market for 
them is limited and quite inactive. The 
stock has had a rise from 150 last Janu- 
ary to 400. The dividend has been kept 
at $10, and the possibilities in the stock 
apparently lie in a readjustment of a stock 
dividend. This last possibility probably 
depends largely on a favorable decision by 
the United States Supreme Court, in the 
case which is now before it to decide 
whether or not the stock dividends are 
taxable as income. As of September 30, 
1919, total profit and loss surplus of Cuban 
American sugar was $22,367,139, whereas 
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the total capitalization including the notes 
and both classes of stocks, was $21,893,- 
800. 


Punta Alegre Sugar 
Punta Alegre controls a smaller por- 
tion of the Cuban output than either 
Cuba Cane sugar or Cuban-American 
sugar, as it produces only about 2.15 per 
cent of the total. The company has at- 


tracted considerable attention by -the rise- 


in the common stock this year from 48 
to above 90. The stock has been on the 
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New York Stock Exchange only since 
February, 1919, before which it com- 
manded a fairly good market on the Bos- 
ton Stock Exchange; there, its price 
range in 1916, 1917 and 1918 was from 
29 to 51. 

At the end of the last fiscal year, May 
31, 1919, Punta Alegre had a capitaliza- 
tion consisting of $4,495,200 bonds ; $760,- 
000 eight per cent preferred and $3,860,- 


.000 common stock. Bonds are conver- 


tible, and the rise in the price of com- 
mon stock has invited conversion and re- 
duced the amount of bonds outstanding, 
until in October, there were only $563,000 
of both issues of bonds out, and directors 
have called for a retirement of all re- 
maining bonds outstanding, and have also 
decided to retire the small amount of pre- 
ferred stock. 

In addition, the amount of common 
stock was increased through the offer to 
stockholders of one new share for each 
three. shares held. 

As a result of this readjustment, the 
company will have a total authorized capi- 
talization of $12,000,000 of one class stock, 
of which $11,180,700 is outstanding. 

In September, 1919, the common stock 
was put on a 10 per cent, og $5 dividend 
basis. Because share capitalization has 
been changed so decidedly this year, earn- 
ings for the past year, as applied to the 
shares then outstanding, are not entirely 
accurate as a guide to current condi- 
tions. However, in the year ended May 
31, 1919, the company earned a net profit 
of $1,573,519, after taxes and after bond 
interest, which is more than sufficient to 
pay $5 in dividends on the amount of 
common stock now outstanding. As with 
other sugar companies, it is expected that 
this year results will be substantially 
above those of last year. 

Undoubtedly Punta Alegre common 
stoek has discounted substantially the im- 
provement in its affairs, and above 90, 
cannot be regarded as on the bargain 
counter. 


for JANUARY 10, 1920 


Securities We Would Not Recommpend 
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Conditions 
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YY, 


NVESTMENT literature is crowded 
with recommendations of a great 
variety of stocks and bonds which 

the writers believe should be bought, 
either for income or for profit. Most of 
these recommendations are at any rate 
sincere, and indeed there are few issues 
of well-established companies which may 
not be bought at some time or under 
some conditions with a good prospect of 
betterment. 

Very little attention, however, is de- 
voted to those issues which should be 
avoided—and there are a good many of 
them. The reasons are various. An is- 
sue of the very highest grade may never- 
theless be selling too high compared with 
others similar, and should for that rea- 
son be avoided until it sells in line with 
others. Sometimes an issue which looks 
attractive may be undesirable because the 
management of the company is in the 
hands of men of the highly speculative 
type, or of men not fully competent to 
make a permanent success of the busi- 
ness. 

Still other issues may be undesirable 
because of unsatisfactory earnings or 
some weakne.s revealed by a close study 
of the balance sheets. Again, it may be 
well to avoid even a stock issued by a 
sound company because the prospects of 
the industry in which it is engaged are 
not good for the immediate future. And 
finally, there are many issues which are 
inherently unsound and for that reason 
should be ignored by the investor. 

In the work of our Personal Service 
Inquiry Department these issues come to 
light from time to time, and we have 
therefore requested members of our staff 
to mention some of them, with the reason 
why, in their opinion, the issues are not 
attractive. 

We would also be glad to have our 
readers call attention to issues which 
they believe should be avoided. This sec- 
tion of the magazine will have an ele- 
ment of novelty to many investors, and 
we hope they will be sufficiently inter- 
ested to make suggestions. 


— or 


TOWAR COTTON MILLS.—The 
preferred stock is being sold with a 
bonus in common. In examining the un- 
derwriters’ circular, one would be apt to 
overlook the fact that the estimate of 
earnings on the common stock is based 
ou prospective output and not present 


production of the plant. But the worst 
features are found in the balance sheet. 
Here is another underwriter, who con- 
siders organization and development ex- 
[ mses as an asset, and who adds an item 
of a mere $750,000 to the other assets 
under the term of “Contract account.” 
Nothing is said as to what this contract 
represents, but we find it offset on the 
liability side by an item of $750,000 in 
common stock. Among the other “as- 
sets” we find $173,200 for preferred stock 
which is under option. Are we to as- 
sume that the underwriter is bound to 
sell all of this preferred stock and turn 
in the money? If so, will it then become 
$173,200 in the company’s treasury? If 
so, why not wait until the stock is sold 
and then put the proceeds in as an asset? 





ERIE COMMON, or in fact any low- 
priced railroad stock, preceded by large 
preferred issues not earning dividends 
and not paying any. The outlook is still 
more obscure where unwieldy bond issues 
precede all junior stocks. Although Erie 
might sell up a few points eventually, it 
is at least a decade remote from divi- 
dends or the investment class. A good, 
low-priced adjustment bond like Hudson 
& Manhattan 5 per cent, which earns 
something, or even Third Avenue Adj. 
5s are better rated and have far better 
prospects when the rails and utilities turn 
upward. 


BROOKLYN RAPID TRANSIT, al- 
though very low, faces a possible assess- 
ment. I might buy after the assessment 
is paid, but I would want to “see day- 
light” before I deliberately buy into 
trouble, or merely because the stock 
looks cheap. A study of the technical 
position even does not reveal that any- 
one is particularly anxious to pick up 
B. R. T. yet; the decline does not seem 
checked, and until the indications are 
right I would hold off. However, if I 
inherited the stock or was unfortunate 
enough to have erred in buying higher, 
I would be a good sport and see the fun 
through, even if it declined to zero. 


INTERBORO CON. PREFERRED 
is in the same boat as INTERBORO 
MET. 4%s, and would sooner take a 
chance with bonds than stock, particu- 
larly where a settlement of their difficul- 
ties would favorably affect the bonds. I 
might gain immensely on the bonds, but 
in the case of the stock the chance is not 
entirely commensurate with the risk, and 
the prospect of a moderate upturn in 
price is not sufficiently alluring to ven- 
ture good money in _traction-tangled 
stocks. 
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United Retail Stores—An Omnibus 


Corporation 


United Cigars the Nucleus—United Retail Candy—Montgomery Ward and Other Proposed 
Acquisitions—Prospects of the Combination 


S 1X months ago this magazine pub- 

lished an article outlining the scope 
of the United Retail Store Corporation, 
which was then more or less in the stage 
of “corporate incubation.” Some of the 
eggs have hatched up to this writing, and 
although mysterious references have been 
made in Wall Street to prospects of the 
corporation taking over new operating 
companies, here, there and everywhere, 
it might be of interest for one to look 
over what has been actually accomplished 
and made known up to this writing so 
that the basis for some sort of an opinion 
can be found relative to the probable 
value, present and potential, of United 
Retail Stores’ stock. 

An “Omnibus” Corporation 

Almost any kind of a business is eligi- 
ble to admission to the United Retail 
Stores organization. Under a very lib- 
eral Delaware charter, the corporation is 
authorized “to organize, establish, develop 
and operate retail stores and shops 
throughout the United States and foreign 
countries and to manufacture or cause to 
be manufactured, to acquire, sell and deal 
in, wholesale and retail, goods, wares and 
merchandise of all sorts with the right 
to acquire and deal jn all goods and per- 
sonal property of any kind, real estate, 
paterts, trade-marks and securities of 
other corporations, etc.,” so far as con- 
sistent with existing laws. 

Its capitalization consists of 100,000 
shares of 8% cumulative preferred stock 
of $100 par value, 1,000,000 shares of 
Class A stock of no par value and 160,000 
Founders’ shares also of no par value, 
50,000 Class A shares were sold at $70 a 
share, and the 160,000 Founders’ shares 
disposed of at $5 a share. Including pro- 
ceeds from the sale of ten shares of pre- 
ferred, the company thus was provided 
with $4,301,000 in cash as working capital. 


United Cigars as Nucleus 


The first investment made by the 
United Retail Stores Corporation was in 
the common stock of the United Cigar 
Stores Company of America (controlled 
by the same interests headed by James B. 
Duke and George J. Whelan) through 
the exchange of two shares of Retail 
Stores for one of United Cigar Stores. 
The latter is capitalized at $65,000,000, 
consisting of $5,000,000 7% cumulative 
preferred, $4,527,000 of which is outstand- 
ing and $60,000,000 of common stock, par 
value $100, of which $27,162,000 was out- 
standing prior to the exchange for Re- 
tail Stores, there now béing only about 
$2,165,700 of Cigar Stores, or 21,657 


By A. W. CLAYTON 


shares in the so-called open market. This 
supply makes it remarkably easy, when, 
as, and if desired, for interested parties 
to put the price of the stock at almost 
any level. As the market price of Retail 
Stores is influenced by the value of the 
stock held in its treasury, the wisdom of 
possessing control of any such market 
values is apparent. 

Another point is that the preferred 
stock of United Cigar Stores is still 
closely held, supposedly by the Duker 
Whelan interests, and as there are no 


voting restrictions on it, it would seem . 


that these stockholders continue to con- 
trol Urfited Cigar Stores to all practical 
purposes instead of permanent control 
being lodged with United Retail Stores 
as more popularly believed through its 
ownership of a majority of the common 
stock outstanding at present. 
Equities and Earnings 

On December 31, 1918, the net tangible 
assets behind the common stock of 
United Cigar Stores amounted to ap- 
proximately $54 a share. Good will, 
trade marks, etc., were carried on the 
books at a valuation of $21,400,000, or 
around $79 a share—almost equivalent to 
the par value of the outstanding common, 
stock. This would give a_ theoretical 
value of $133 a share for the common, 
the greater part of which is represented 
by assets of an intangible but neverthe- 
less valuable character as a selling force. 
The 7% dividend on the preferred has 


» been well fortified by earnings which 


have averaged 73% on this issue for the 
three years ending December 31, 1918. 

Earnings on the common were at the 
rate or 10.10% in 1916, 9.41% in 1917 and 
13.60% in 1918, dividend disbursements 
during this period being respectively, 7%, 
7%4% and 814%, indicating that one dol- 
lar of every three earned was turned 
back into the business. 

The company started 1918 with the 
largest inventory of tobacco, cigars, etc., 
since it was in business, and, according 
to good accounting practice, evidently 
priced the stocks on hand at cost or mar- 
ket prices, whichever were lower. It is 
common knowledge that the prices of 
tobacco products have risen to new high 
record levels within the last year, conse- 
quently United Cigar Stores was in posi- 
tion to market its merchandise at top 
prices and while advancing operating 
costs naturally have absorbed some of the 
increase in earnings, yet there is every 
indication that the company’s profits for 
1919 were more than ordinarily attractive. 
The tobacco business also enjoys the dis- 


small number of shares as the floating 
tinction of being among the very few lines 
whose war period of abnormal prosperity 
is continued by a new force—Prohibition. 

A dividend of 24% on the common 
was disbursed each quarter for the first 
half of 1919 and 6% was declared in 
December, making a total of 1044% for 
the year. United Retail Stores thereby 
received its first income installment of 
approximately $1,500,000 from the stock 
held in its treasury. United Cigar Stores’ 
rate has been irregular in the past, how- 
ever, and no fixed basis of a return can 
be judged from United Retail Stores’ 
holdings of the stock, which evidently is 
one of the speculative elements not over- 
looked by the organizers. 


United Retail Candy 


This corporation also was formed re- 
cently by the Duke-Whelan interests to 
acquire and operate a chain of confec- 
tionery storgs throughout the United 
States. Its capitalization consists of 1,- 
250,000 shares of no par value, divided 
into 400,000 shares of Founders’ stock 
and 850,000 shares of common, all of 
which have equal ‘rights and privileges, 
and the stockholders of United Retail 
Stores were invited to subscribe for the 
new common stock at $10 on the basis of 
share for share. This announcement was 
made just prior to the expiration date 
set for the exchange of United Cigar 
Stores stock into that of United Retail 
Stores. As United Retail Candy stock 
immediately sold well above par and only 
United Retail Stores stockholders could 
subscribe, the easy market profit of more 
than ten points a share had what might 
be considered an accelerating influence 
upon the mind of any hesitant United 
Cigar Stores stockholder who had not yet 
sent in his Stock for exchange into United 
Retail Stores certificates, 

United Retail Stores subscribed for the 
400,000 Founders’ shares of United Re- 
tail Candy, or 32% of the entire capitali- 
zation at $1 a share, which called for @ 
cash outlay of $400,000. As the Candy 
Company is not yet known to have ac- 
quired any stores in its proposed chain 
and no official figures are available show- 
ing how many United Retail Stores stock- 
holders subscribed to the new shares, nO 
intelligent basis of the value of the out- 
standing stock can be made at this writ- 
ing. It is known, however, that certain 
negotiations and plans are under way te 
get this business going, but the company 
has missed the big 1919 holiday candy 
market which would have given it a 
start. 
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Mentgomery-Ward 


The. third, and heralded as the most 
important link in the United Retail 
Stores chain was the “interest acquired” 
in the stock of the old-established mail- 
order house of Montgomery-Ward & 
Company in Chicago. Just how valuable 
this investment is to Retail Stores stock- 
holders at present is worthy of examina- 
tion. 

The old Montgomery Ward’s outstand- 
ing capitalization consisted of $8,000,000, 
7% preferred and 300,000 shares of com- 
mon stock without par value. The pre- 
ferred was traded in on the Chicago 
Stock Exchange, but no market existed 
for the common, it being closely held by 
the Thorne and allied family interests 
who have been directing the affairs of 
the mail-order house for many years. 

The newly reorganized company’s capi- 
talization consists of $10,000,000 of 7% 
cumulative preferred stock, 205,000 shares 
of Class “A” stock without par value, but 
carrying a cumulative annual dividend 
charge of $7 a share; 95,000 shares of 
Class “B” stock without par valiie and 
1,000,000 shares of common no par value 
stock. 

Of these amounts, $8,000,000 of the 
authorized $10,000,000 preferred stock 
was given in exchange share for share 
to the old preferred stockholders and the 
entire issue of 205,000 shares of Class 
“A” and 95,000 shares of Class “B” stock 
given in exchange for the old 300,000 
shares of common. Certain privileges 


also go with these issues, however, which 
not only make them very valuable, but 
also important insofar as control of the 


company is concerned. 

The preferred stock is not only subject 
to the usual priorities, but is redeemable 
at 115 and dividends in multiples of 10% 
at the end of any fiscal year, but in part 
at 112% and dividends for sinking fund 
whose provisions call for the setting 
aside of 242% annually of the outstand- 
ing preferred. In addition, preferred 
stockholders whose income on their pre- 
ferred holdings remains the same have 
exclusive right to subscribe for any addi- 
tional preferred and possess exclusive 
voting power if two consecutive quar- 
terly preferred dividends are in default, 
etc. 

Class “A” stock carries a cumulative 
dividend charge of $7 a share annually 
and is entitled to $100 a share in event 
of liquidation or dissolution. 

Class “B” stock does not carry any 
cumulative dividend charge, but each 
share carries the right to receive three 
times the amount of any dividend paid on 
the common and the same proportion in 
the division of assets in event of disso- 
lution or liquidation. In short, this Class 
“B” stock is the equivalent of 285,000 
shares of common. 

All of the foregoing was turned over 
to the old stockholders whose income on 
their preferred holdings remains the same. 
Their dividends on the common stock 
since it began disbursements in 1915 
averaged only 414% up to December 31, 
1918, or $1,275,000 per annum compared 
to $1,435,000 due them annually now on 
their Class “A” stock without allowing 
for any disbursements on the Class “B” 
issue. Now let us see where United Re- 
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tail Storés entérs. It develops that the 
Duke-Whelan interests (not United Re- 
tail Stores as a corporation) purchased 
850,000 shares of the 1,000,000 authorized 
(150,000: shares reserved for employees) 
at a price of $30 a share; 510,000 shares 
were disposed of to underwriters at $40 
a share, who in turned offered it to the 
public at $45 a share. By this turn, the 
Duke-Whelan interests realized a profit 
of about $5,100,000 and still had in their 
possession 340,000 shares of stock. It is 
now proposed, however, to form another 
holding company which will acquire these 
340,000 shares (not the $5,100,000 cash 
profit) and the usual “valuable rights to 
subscribe” to the new stock will be of- 
fered to United Retail Stores stockhold- 
ers, the company itself intending to sub- 
scribe to 40% of the issue. It would ap- 
pear there that contrary to the impres- 
sion of many, United Retail Stores has 
not yet purchased a single share of 
Montgomery-Ward’s néw stock. As the 
United Retail stockholders in all probabil- 
ity will have a closer connection with the 
ownership of some Ward stock in the 
future through the proposed holding 
company, some additional comment on 
the new stock may prove of interest. 

The recent balance sheet of the re- 
organized Ward Company groups the 
Class “A” and “B” stock (held by the 
old stockholders) at $8,186,396. Inas- 
much as the Class “A” stock is entitled 
to $100 a share in the event of dissolu- 
tion or liquidation and carries a cumula- 
tive dividend of $7 a share per annum, 
this would give a minimum “break-up” 
value of $20,500,000 alone for the issue 
exclusive of whatever went to the 95,000 
shares of Class “B” stock which has a 
valuation of $90 a share (according to 
the balance sheet figures of $30 a share 
for the common) or $8,550,000, making 
the combined liquidating valuation of 
Class “A” and “B” shares $29,050,000, 
although now shown at a book valuation 
of only $8,186,396. 

In defense of this, it can be said tech- 


nically that accounting practice does not 
sanction the setting up on the books of 
the amounts that any stocks would re- 
ceive in the event of dissolution or liqui- 
dation and that only the amount of capi- 
tal paid in should be reckoned. On the 
other hand, however, the figures might 
easily prove misleading to the purchaser 
of the common stock unless some ex- 
planatory note was made so that the lay- 
man would understand the basis upon 
which his stock equity laid in case the 
worst ever occurred. On the basis of 
current figures he would receive theoreti- 
cally only about $20 a share in the event 
of liquidation. 

Considered from the viewpoint of a 
going concern, however, the good-will of 
Montgomery-Ward (which is not shown 
as an asset) is a very valuable asset, and 
if the business was sold outright, good- 
will would be paid for at a handsome 
figure and add substantially to the present 
liquidating value of around $20 a share. 


Earnings 


Montgomery-Ward’s earnings for the 
last six years have averaged about $3,- 
200,000 net, the profit being somewhat 
better than five cents on every dollar of 
its sales volume. 

The new preferred issue calls for pay- 
ment of $560,000 annually plus sinking 
fund provision of 2%%, or $200,000. 
Dividend claim of the Class “A” stock 
amounts to $1,435,000, making a total of 
$2,195,000 before the common participates 
in the balance of $1,005,000, which would 
be the equivalent of less than one dollar a 
share 

It is claimed that sales for 1919 will 
reach a total of $100,000,000. If this pre- 
diction is correct and the previous six 
years’ average of five cents on every dol- 
lar is realized, it would result in about 
$2,805,000 for the common, or about $2.50 
a share without reference to the dividend 
claims of the 150,000 shares reserved for 
the employees of Montgomery-Ward, all 


UNITED CIGAR STORES WAS THE NUCLEUS 


The first investment made by the United Retail Stores was in the common stock 
of this prosperous company through the exchange of two shares of Retail Stores 
for one of United Cigar Stores 
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or part of which may be outstandng at 
the close of the year 1919. 


Prospects 

The reorganization brought some badly 
meeded cash to Montgomery-Ward, who 
were carrying large inventories and 
placed the company in position to retire 
its notes payable amounting to a little 
over $7,000,000 on October 31, 1919. Cash 
on hand at that time amounted to $29,- 
701,495, leaving roughly $22,500,000, part 
of which will be used as working capital 
and the larger portion for expansion pur- 
poses which are expected to develop ad- 
ditional earning power for the company 
through increased sales in this country 
and abroad. 

Among the distributing methods to be 
developed more elaborately is the home 
delivery service in cities and towns. Un- 
der the mail-order plan the customer 
usually pays all transportation charges to 
his home town, but the local cartage 
charges to his residence sometimes prove 
expensive. To overcome this selling re- 
sistance, it is proposed to extend the plan 
of standardizing cartage charges with 
local draymen who are practically guar- 
-anteed a certain amount of business 
throughout the year and are thereby in 


position to make only a nominal charge 


for the delivery service for Ward’s cus- 
tomers. This will help to increase sales 
to a more remarkable degree than ap- 
pears on the surface, but on the other 
hand, it challenges the organized opposi- 
tion of the local business men who, as is 
generally known, are anything but 
friendly to mail-order houses. Yet, 
people will buy where they think they can 
do the best and the enlarged buying power 
of the reorganized Montgomery-Ward 
«Company together with the commercial 
advantages to be derived from its new 
and allied trade connections should en- 
able it to develop at a much faster rate 
than during its previous 47 years’ exist- 


- ence. 
Conclusion 


From the foregoing it will be noted 
that up to this writing United Retail 
Stores’ only known cash assets consist 
of the $4,301,000 paid in upon the in- 
-corporation of the company, of which 
$400,000 was paid out later for the 400,- 

000 Founders’ shares of United Retail 
Candy at $1 a share. In addition, the 
company acquired by exchange $24,996,300 
. of the $27,162,000 previously outstanding 
shares of United Cigar Stores common. 

It might seem that this stock interest 
; gave the company control of United Cigar 
Stores until it is noted that the 4,527,000 
shares of preferred with “unrestricted 
voting power” is still in the hands of the 
old stockholders; furthermore, that no 

. disposition has been made yet of the $30,- 
+ 000,000 increase in capitalization of the 
company in April, 1918. This results in 
there being $32,838,000 of authorized com- 
mon stock in United Cigar Stores treas- 
ury which seems to prove rather con- 
. clusively that United Retail Stores ma- 
jority ownership of the common stock 
outstanding does not exactly represent 
permanent control. 

The $400,000 investment in the stock 
of the newly formed United Retail Candy 
Stores is more or less uncertain until it 
is known more definitely just what the 
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company can accomplish. It sometimes 
takes years to build up a smooth running 
and well balanced organization, especially 
if it is going to be built “from the ground 
up.” 

United Cigar Stores declared a dividend 
of $6 a share in December, which yielded 
approximately $1,500,000 to United Retail 
Stores, which in turn has declared its 
initial dividend of $3 a share payable in 
January, 1920, from a rather quickly as- 
sembled surplus. No regular rate was 
announced, but as stockholders previously 
had received “rights” to subscribe to 
United Retail Candy Stores stock at $10 
and the shares could have been sold at $20 
a share more (present market around $18 
a share), these “rights,” in effect, were 
equivalent to a special dividend distribu- 
tion. b 
The company not only has about 400,- 
000 shares ($36,000,000, according to cur- 
rent market valuations) of unissued stock 
in its treasury, but also $10,000,000 of 8% 
cumulative preferred stock, the disposi- 
tion of which it will be interesting to note. 
On the basis of, approximately 600,000 
shares of Class “A” common stock out- 
standing and prevailing quotations of $90 
a share, a market valuation of $54,000,- 
000 is placed upon the 249,963 shares of 
United Cigar Stores common (the mar- 
ket quotations on which are not a true 
index of its value, owing to the very lim- 
ited floating supply), and 400,000 Found- 
ers’ shares of United Retail Candy 
Stores, valuable only from the viewpoint 
of anticipated future dividend yield which 
evidently is somewhat now remote to say 
the least. 





It is said that United Retail Stores will 
gradually acquire numerots other con- 
cerns and extend a chain of retail stores 
around the world. Among the concerns 
mentioned as going into the combination 
are: P. Lorillard Tobacco Company; 
R. J. Reynolds Tobacco Company, Philip 
Morris, Inc., American Safety Razor 
Company, Sweets Company of America, 
{nd numerous other firms whose prod- 
ucts are fairly well known. As the new 
companies may enter under the blanket 
of a reorganization which will increase 
their share capitalization, a scrutiny of 
any newcomer should prove interesting. 
The employment of “rights to subscribe” 
to the new stocks, of course, will be ex- 
ercised diligently and the original United 
Retail Stores stockholders may have the 
opportunity to again write down the cost 
of their stock by selling their subscription 
privileges. 

Until further information is available 
to show more definite values are going 
behind United Retail Stores stock and the 
basis of these values, the shares are de- 
cidedly a speculation and unsuitable for 
the funds “of widows and orphans”—or 
anyone who cannot afford to risk his sur- 
plus capital in a business venture that in 
scope and proportion is one of the most 
gigantic that ever has been attempted. 

Truly it can be said, that people seéing 
the valuation developed in the United 
Cigar Stores by organization are not will- 
ing to wait for its development in United 
Retail Stores, and therefore are willing 
to appraise it at millions in advance of 
its development. Vol. 25, No. 4, 
Pg. 242. 





Welfare of the Nation Depends on 


Traction Situation 


“The street railway systems of the 
country have been built upon the theory 
that the street car riding public should 
and would pay all costs of operation, 
taxes, special assessments, maintenance, 
depreciation and returns on capital, and 
that the benefits to riders were sufficient 
to justify that theory, regardless of the 
enormous benefits to others, directly re- 
sulting from the operation of the street 
car lines and their use by the public,” 
said O. B. Wilcox recently. “Upon 
that theory, also, towns have been 
laid out, industries established, resident 
districts defined, the financial, retail and 
industrial sections of cities built up, and 
suburban districts created. While the 
attempts to maintain the integrity of some 
six billions of dollars invested in the 
street and interurban railways upon the 
five-cent fare have resulted in the present 
failure and approaching disaster, and in- 
vestors in street railways have faced first 
diminishing returns and now the possi- 
bility of total loss, other investors in real 
estate, in buildings and in industries, ut- 
terly dependent upon local transportation 
and which would instantly become value- 
less if deprived of it, have doubled and 
trebled enormous capital. Traffic statis- 


tics indicate that, notwithstanding the 
enormous increase in automobiles, the 
street cars in almost all cases are carry- 
ing more passengers than they did ten 
years, or even five years, ago, and, more 
striking still, they are carrying more pas- 
sengers per thousand of population. If, 
as the figures indicate, the trolley cars 
are doing more business per capita than 
ever before, it is obvious that they are 
performing an increasingly useful and 
necessary public service; and it follows 
that some solution must be found for the 
difficulties precipitated by fixed fares. 

“The street railways have needed about 
$300,000,000 each year to refund matur- 
ing obligations, and between $600,000,000 
and $700,000,000 new capital each year for 
improvements and extensions to meet the 
demands of industry and commerce for 
local transportation. The destruction of 
street railway credit has effectually 
checked expansion, and the deadening in- 
fluences will be increasingly felt in every 
branch of industry throughout the coun- 
try, until some new foundation for credit 
and investment has been found which will 
permit the profitable operation and the 
renewed and continuous expansion of 
street railway systems.” 
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The Two “American Ships” 


Extraordinary Exhibition of American Shipbuilding of Cleveland—Twofold Interest of Amer- 
ican Ship & Commerce Corporation—Two Leading Shipbuilding Enterprises Compared 


HE potent influence of advertising 
upon demand is clearly shown by 
the wide difference in popularity be- 

tween two issues closely related in both 
name and activity—to wit, the American 
Shipbuilding Company and the American 
Ship & Commerce Corporation. As a re- 
sult of the very effective publicity attend- 
ing the launching of the latter enterprise 
last July, its general features are fairly 
well familiar to both traders and investors. 
But what percentage of our readers know 
even of the existence of the American 
Shipbuilding Co. of the Great Lakes? And 
what percentage of this percentage are 
aware that its shares are listed on the 
New York Stock Exchange, as well as in 
Cleveland and Chicago? 

Considering the almost complete igno- 
rance of the general public in regard to this 
company, it might be supposed that it is 
a small and unimportant proposition, with 
little in its record to attract the investor’s 
attention. Nothing could be further from 
the truth. In its last fiscal year this con- 
cern turned out 109 ships of 422,800 gross 
tons, which alone is considerably larger 
than the pre-war output of the entire 
country. The dividend record, the income 
statements, and the balance sheets of 
American Shipbuilding in recent years 
rank among the most remarkable exhibits 
of the industrial enterprises of the na- 
tion. And yet its shares were selling only 
sporadically and in small lots in Chicago, 
while the public was growing widely ex- 
cited over Cramp Ship & Engine in Phila- 
delphia and American Ship & Commerce 
in New York (the two being closely re- 
lated as will soon be explained). Which 
of these issues was most worthy of mar- 
ket enthusiasm should appear from the 
following comparison. 

Amer. Ship. & Com. Assets 

But first it is necessary to outline briefly 
the nature of the assets of American Ship 
& Commerce. According to the initial 
balance sheet, dated Aug. 21, 1919, it own- 
ed $3,135,400 par value of the stock of the 
Wm. Cramp Ship & Engine Co. (carried 
at $5,979,200, or $191 per share), and 
76,000 “B” shares of the Kerr Navigation 
Co. (new). For the latter it had con- 
tracted to pay $100 per share, for which 
it held the requisite cash and a surplus of 
$868,000. Its only liability was 461,615 
shares of no par, which accordingly had a 
book value of $31.50 per share. The in- 
terests of the new company are therefore 
twofold, divided fairly equally between its 
holdings of Wm. Cramp, a shipbuilding 
concern, and Kerr Navigation, an operat- 
ing enterprise. The value of the latter 
will be discussed below, but for purposes 
of comparison with Am. Shipbuilding Co. 
of Cleveland, it is naturally the Cramp 
holdings of Am. Ship & Commerce which 
invite our chief attention. 

At the time of listing, Am. Ship & 
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Commerce owned 511%4% of the total 
Cramp shares outstanding. Since then it 
has acquired additional shares in ex- 
change for its own stock, of which 511,000 
shares are now issued. The original offer 
to Cramp stockholders was five shares of 
Am. Ship & Commerce for one of Cramp. 
If we assume that the 50,000 Am. Ship & 
Commerce shares issued since Aug. 21 
were exchanged on the same basis, then 
the company should now hold $4,135,000 
par value of Cramp stock, or about 68% 
of the total. 

The first point to make clear is there- 
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fore that each share of Am. Ship & Com- 
merce may be fairly considered as repre- 
senting one-fifth share of Cramp. The 
present price of 28 for the former is there- 
fore equivalent to 140 for the latter—as 
against 120, the last sale of Am. Ship- 
building in Chicago. 

Wm.*Cramp & Son is a very old ship- 
building concern of Philadelphia, now 
capitalized at $6,098,000 of stock, all one 
class, par $100, and $4,473,000 in bonds. 
American Shipbuilding Co. was formed 
in 1899, and owns construction and repair 
plants at eight different points on the 


A GREAT LAKES RECORD 


American Shipbuilding Company of the Great Lakes in its last fiscal year 
turned out gross tonnage considerably larger than the pre-war output of 
the entire country 
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Great Lakes. Its capitalization consists 
of $7,600,000 common stock and $7,900,000 
7% non-cumulative preferred, par value 
of both $100, with no bonds. 

In comparing Cramp at 140 with Am. 
Shipbuilding at 120, the first item that 
stands out in favor of the Great Lakes 
company is its far more liberal dividend 








TABLE I 
Dividend Record Since 1899 
Am. Shipbldg. = 
_— 5 
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policy. It starts 1920 with a quarterly 
dividend of $4, payable Feb. 1, which rate 
was maintained throughout 1919, in the 
form of 7% regular and 9% extra. In 
1918 it disbursed $27 per share, of which 
15% was in 3%4% Liberty Bonds. Cramp, 
on the other hand, has only paid $6 per 
share during these past two years. 

Of course the dividend rate alone may 
be a very misleading criterion of relative 
value, unless it fairly reflects the com- 
parative earning power. In analyzing the 
income account of the two companies, the 
statistician must make important adjust- 
ments of the official figures, because of 
subsequent revisions made through the 
surplus account in the next year’s report. 
The fiscal years of both companies do not 
correspond with the calendar year, that of 
Cramp ending April 30, and that of Am. 
Shipbuilding June 30. Hence, consider- 
able additions to the tax reserves had to 
be made, as required by Revenue Acts 
passed after the annual reports were pub- 
lished. These changes are stated clearly 
in the reports of the Am, Shipbuilding 
Co. but we have to dig them out of the 
balance sheet figures in the case of Cramp. 


Comparative Earnings 


After making these tax adjustments, 
and estimating the Jan.-April, 1919, profits 
of Cramp at the same rate as for the 
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previous eight months, we arrive at the 
comparative earnings on the common 
shares shown in the appended Graph. In 
the last three fiscal years Am. Shipbuild- 
ing earned after all deduction an aggre- 
gate of $167.70 for its common stock, 
compared with $77.70 for Wm. Cramp. 
The Great Lakes Company thus exhibits 
an earning power more than twice as 
large as its Philadelphia competitor. 

But the superiority of Am. Shipbuild- 
ing becomes much more remarkable when 
the figures in the annual reports are ana- 
lyzed, as is done in Table II. Strange to 
say, the adjusted statements show exactly 
the same earnings for the common in 
1918 and 1919, before deducting mainten- 
ance, depreciation and taxes.. In both 
years these profits reached the astound- 
ing total of $18,480,000, or over $243 per 
share. The much smaller final surplus in 
1919 is due to much more liberal charges 
for upkeep and amortization, these aggre- 
gating practically $100 per share, against 
$57.50 in 1918. The tax deduction alone 
in 1919 exceeded $96, or 80% of the 
present market price. While the exact 
amount of taxes reserved by Wm. Cramp 
is not stated in the report, the balance- 
sheet figures show it to be much smaller 
than in the case of Am. Shipbuilding, and 
the depreciation charges are certainly in- 
significant in comparison. In the last two 
fiscal years these have averaged only 
$360,000, or $6 per share, against $3,300,- 
000, or $43% per share, for the Great 
Lakes company. 

The most extraordinary feature of all 
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terprise with a total capitalization of 
$15,500,000, reporting aggregate assets of 
$152,000,000. Of this, $23,638,000 or $231 
per share of common is held in cash and 
Liberty Bonds alone, against which there 
are current liabilities of only $2,272,000, 
and a tax reserve of $9,618,000. The pre- 
dominant items in this statement are on 
the assets side $100,431,000 of work in 
process, and on the liabilities side $107,- 
337,000 advanced by the Government. 
These figures indicate first the enormous 
scale upon which the operations of the 
company have been conducted, and sec- 
ondly that the entire financial burden in 











TABLE II—ANALYSIS OF INCOME ACCOUNT AMERICAN SHIPBLDG., 1916-1919 


Figures Given as Per Share of Common 


Year ended June 30 
Net for Common Before Taxes, 
maintenance and depreciation: 
Taxes 
Maintenance 
Depreciation 


Total deductions 
Final balance for Common 


$243.3 


1916 
$114 
19 


1917 


$243.3 $60.8 
88.1 20.3 
22.7 9.9 
34.7 7.9 43 


1919 1918 





$196.1 


$145.5 
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$38.1 
$97.8 $22.7 








. 
in connection with Am. Shipbuilding is 
certainly its balance sheet as it appeared 
on June 30 last. This is given in con- 
densed form in Table III. Here is an en- 
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connection therewith has been assumed by 
the United States. 


Another important entry appears under 
the title of “War Plant to be Amortized,” 
carried at $8,641,000, against which a re- 
serve of $4,500,000 has already been set 
up out of profits. This indicates that the 
company will close its Government busi- 
ness with substantial additions to its 
plant, the value of which will not be car- 
ried in its balance sheet at all, their cost 
having been absorbed in the construction 
expense of the ships themselves. 

Considering that Wm. Cramp has en- 
gaged in very similar activities, one might 
make a similar expansion in its balance 
sheet. Quite the contrary, the latter is 
remarkable rather for the very moderate 
increase in both the plant and materials 
account. In place of $100,000,000 of work 
in process, the only corresponding item in 
the Cramp statement is “Materials and 
Supplies” carried at but $2,726,000. 
American Shipbuilding is a far more 
extensive proposition than is Wm. 
Cramp. The latter carries its propert 
account at $15,788,000 against sb 140,000. 

(Continued on page 322.) 
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Probable Unfilled Orders of U. S. Steel for 1920 


The Mathematical Theory of Probabilities Applied to the Unfilled Orders of U. S. SteeI— 
Limitations on the Applicability of Results—Indications of Advance in Unfilled Tonnage 


HAT higher mathematics can be ap- 
plied to the study of financial data 
in such a way as to give some indi- 

cation of the future is an idea which is 
probably new to most men on the street. 
However, within certain limits, the cal- 
culus of probabilities has a definite value 
as a guide to financial operations, and 
this value is constantly increasing. 

In the following paragraphs an attempt 
is made to forecast with some degree of 
likelihood the prospects for the unfilled 
order tonnage of U. S. Steel for 1920. 
The tonnage is used because other series, 
such as those of net earnings, introduce 
the value of money in terms of dollars 
as a factor, which would throw the calcu- 
lations so far out as to make them unre- 
liable. 

With regard to the value of the con- 
clusions herein arrived at, it must be 
understood that the fundamental assump- 
tion behind the method employed is that 
all factors involved will remain more or 
less in the future as they were in the 
past. Granting this, the statistician of 
probabilities says that by a study of a 


series showing the results of these factors 
in the past, if this series is what is known 
as a “statistical” series, or one subject to 
mathematical reasoning, an equation can 
be reached which will extend the graph 
of the known results into the future. 

This method can be applied to any 
series of numbers which is the result of 
the steady working out of definite factors. 
For instance, it might be applied to the 
earnings of a public utility corporation, 
in which case the rate of growth of the 
population in the area served, which is a 
steadily-increasing factor, would be in- 
volved, as well as the rising cost of pro- 
ducing service, increasing efficiency of 
operation, and any other elements in- 
volved which have a definite tendency. 

How the Calculus Is Applied 

The first task of the statistician is to 
find out whether the series that he pro- 
poses to investigate is capable of mathe- 
matical treatment at all. This is not the 
case if the figures show wide divergences, 
great leaps and depressions, or if fluctuat- 
ing characteristics have too great an in- 
fluence on the elements of his series. For 


instance, if he were trying to forecast the 
earnings of a public utility company which 
was subject to considerable changes of 
rates or fares, or if a considerable amount 
of new construction were done in one 
year, or, in fact, any abnormal factor 
came up, it would be reflected in an 
abnormal divergence in the series. 

The mathematical investigator first of 
all, therefore, determines the value of the 
“coefficient of disturbancy” of the series, 
which shows to what extent it can be re- 
duced to an equation altogether, before 
trying to Compute the equation itself. If 
the coefficient is not too high, he assumes 
that the figures are subject to certain 
laws whose net results can be expressed 
in the form of an equation. 

It is to be noted that merely stating 
the equation of the series does not tell 
him what the factors are that affect the 
results; it merely permits kim to say that 
apparently the series is subject to forces 
each of which moves steadily in one 
direction, and that if these forces all re- 
main the same and continue in the same 
direction at the same rate, he will be able 
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to predict their resultant for some time 
ahead without knowing exactly what they 


are. 
Having the figures of his series, the 
mathematician then computes certain 
constant factors which enable to classify 
the particular curve. The reader is re- 
ferred to Dr. Karl Pearson’s article in 
Phitos. Transact., 1896, and Tables for 
Biometricians and Statisticians, by the 
same author, where will be found a de- 
tailed treatment of the probability curves. 
According to indications there presented, 
he works out the equation and the general 
type-form to which his particular graph 
belongs. All he has to do next is to 
work out the value of the factor plotted, 
whether it be tons or dollars, or fatal 
accidents, at different times, and accord- 
ingly to prolong the graph beyond the 
known data into the probable, thereby 
making the graph not only a record of 
the past but a prediction of the future. 
He is able to check up his results math- 
ematically to some extent by what may 
be called the probability index which 
shows to what extent his results are de- 


,. & 


pendable. For instance, if his index of 
probability is .94, the chances that his re- 
sults are right 94 out of 100, or a fair 
bet on his results would be 94 to 6. If 
his index is .50, his results are just as 
likely to be right as wrong; in other 
words, are not conclusive. The higher 
the index, the more credence is to be 
placed in the results derived from his 
equation and graph. He therefore has a 
way of getting an estimate of how much 
weight he can place upon the results he 
has arrived at. 


Probabilities for Steel 


Mathematically considered, the unfilled 
order tonnage of U. S. Steel since 1911 
seem to fall into three groups, of which 
the last is in its early stages. The first 
group extends from 1911 to 1915, and is 
expressed in what is known as a Gaussian 
probability curve, reaching its apex in 
1913, with a gradual rise and an equally 
gradual decline. 

The second group includes the period 
of war activities, extends from 1915 to 
the middle of 1919, and shows a peak in 





Maxwell Motor 


Plan for Merger with Chalmers Believed Assured of Con- 
summation—Will Strengthen Both Companies—Cash 
Position of Combination Will Be Good 


By CAMERON ROBERTSON 


LTHOUGH more than a majority of 
the capital stock of both the Max- 
well Motor Co. Inc. and the 

Chalmers Motor Corp. was deposited 
prior to December 13, 1919, under the 
merger plan, it was not enough to enable 
the plan to go through, especially as only 
a small part of the Chalmers notes were 
deposited. The time limit for deposits 
has been extended to January 31, 1920. 
Extra efforts have been made to “round 
up” the missing notes, and I am told that 
this is succeeding, and that it is highly 
probable that the merger will be consum- 
mated and also that a previous offer of 
bankers to purchase $10,000,000 7 per cent 
notes of the new company will then be 
renewed. The success of the plan means 
much to Maxwell as it will place it in a 
very strong cash position, and will 
strengthen the dividend-prospects and 
equity-value of the new stock, which 
should quickly have market influence. 
The weakest feature of the old Max- 
well Co. will be totally eliminated under 
the plan of merger, for there is no provi- 
sion for good will or patents in the new 
balance sheet, whereas on June 30, 1919, 
the Maxwell balance sheet showed $25,- 
164,841 good will, patents, etc. of a total 
of $66,334,246 Maxwell assets and a total 
of $70,437,529 Maxwell and Chalmers 
combined assets. The two companies com- 
bined could show only $3,193,282 in cash 
on June 30, but if the merger had gone 
through on that date there would have 
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been this and $10,000,000 new cash from 
the sale of notes as a heavy anchor to 
resist the currents of cash outlay for ma- 
terials and manufacturing costs. 

The outstanding securities of the two 
companies at present are—Maxwell $13,- 
133,342 7 per cent cumulative first pre- 
ferred, $10,127,468 6 per cent non-cumu- 
lative second preferred and $12,855,158 
common stocks; Chalmers $4,400,000 pre- 
ferred and 399,364 shares common (no 
par value), also $3,150,000 6 per cent 
notes. 

“Boiled Down Considerably” 


The capitalization is to be “boiled down 
considerabiy” under the merger plan, 
which provides a total of $13,150,000 in 
par value and 420,691 in no par value com- 
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1917, with a rapid rise and a less rapid 
decline. This group follows the graph of 
a Pearsonian frequency curve of Type III. 

The third curve seems to be about 
starting now, and according to the equa- 
tions which have been worked out of it, is 
due for an up-grade. The index of prob- 
ability that the orders for 1920 will exceed 
those for 1919 is .74328, which, interpreted, 
means that the chances are roughly 75 to 
25, or 3 to 1 that unfilled orders for next 
year will exceed those for this year. 

Coming to the definite values assigned 
by the formula to the unfilled orders, in- 
dications are that for 1920 they will be 
7,528,000 tons. As has been indicated 
above, these figures represent only theo- 
retical probabilities, but they remain as 
an indication of what Steel is likely to do. 

Another conclusion reached from a 
study of the figures is that, according to 
the mathematics of probability, unfilled 
orders will reach their peak by 1922, and 
decline thereafter, that year being the 
apex of the group-curve upon which Steel 
has now entered —Vol. 25, Nos. 3 & 4, 
Pgs. 112, 196 and 256. 


mon, in new securities; the old companies 
combined have $43,615,962 par value se- 
curities and 399,364 no par value common 
shares. It can be seen, therefore, that 
the elimination of over $25,000,000 good 
will, etc., will be accomplished by scaling 
down over $30,000,000 in outstanding se- 
curities. 

The exchange will be accomplished on 
a pro-rata basis of 120 per cent in new 
common stock for each share of Maxwell 
first preferred, 66% per cent for each 
share of second preferred, and 70 per 
cent for each share of common; 105 per 
cent in new common for each share 
of Chalmers preferred and 15 per 
cent for Chalmers common. The 6 per 
cent notes of the Chalmers Corp. are to 
be exchanged, par for par, for $3,150,000 
new 7 per cent cumulative preferred stock. 

The combined fixed charges and pre- 
ferred claims on income of the old com- 
panies aggregate $2,650,000 a year, al- 
lowing for note interest, preferred stock 
dividends, sinking fund provisions and in- 
terest on bank loans. There will be $700,- 
000 interest on the new notes, $500,000 
sinking fund for them, $220,500 preferred 
dividends and $78,750 provided annually 
for a preferred stock sinking fund, under 
the new plan, a total fixed and preferred 
charge of $1,500,000 per annum. 

The past earning record of the com- 
pany shows that, without allowing for any 
net income from the Chalmers sales, Max- 
well alone ought to be able to provide a 
fair balance for the new common stock. 
The poorest showing in the past five years 
was in the eleven months to June 30, 1919, 
when Maxwell’s earnings were $1,559,309; 
with the Chalmers net income added, in 
the, same period, the net income was 
$1,807,528, or an annual rate of about 
$2,000,000. 

In this year, however, the rising cost 
of production was not met for several 
months, at least, by corresponding ad- 
vances in the price of Maxwell cars. 
There are no figures published by the 
company to show its total production in 
passenger cars, motor trucks, etc., or even 
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its total gross income and manufacturing 
expenses. I am informed, however, that 
the actual production in the last fiscal year 
was close to 50,000 cars. Taking that as 
a basis, it can easily be seen that an in- 
crease of $25 to $50 a car in the labor 
cost, and of more than $100 a car in the 


cluded in the last year’s report, it would 
have made the figures _ quite at- 
tractive. 

With the war work salted. whether 
or not the government makes full or par- 
tial payment, the Maxwell and Chalmers 
companies ought to have been on the way 








MAXWELL MOTOR’S INCOME ACCOUNTS 











1914 1915 1916 1917 1918 1919 
Net mfg. profit ...$1,430,444 $2,337,950 $5,531,034 $5,342,728 $2,437,114 $2,144,214 
Other income .. 339,979 222,857 395,857 572,176 726,220 1,085,109 
Total income ..... $1,770,423 $2,560,041 $5,926,892 $5,914,904 $3,163,334 $3,229,323 
Depreciation ..... 264,956 256,726 500,256 407,207 871,132 929,937 
DL wicemsishe” . bashen A. abbas -gheees. Sabees! _ dapens 797,887 
I caxccecs | scevcs 306,988 2,750,013 2,861,877 a 8 =§«_ easees 
Surplus for year ...$1,505,467 $1,996,326 $2,676,623 $2,645,820 $1,338,440 $1,529,4 499 








cost of materials would greatly increase 
the manufacturing costs for a year. Such 
increases, and more in many cases, were 
experienced by automobile manufacturers 
in the past year. 


War Work Claims 


The earnings of the last fiscal year, 
however, do not make any allowance for 
unpaid claims against the government. 


to making a better showing in the current 
fiscal year. They have been able to devote 
all of their time since August 1, and, in 
fact, starting a few months before that, 
to their automobile output. It is under- 
stood that the Maxwell production will be 
increased about 20 to 30- per cent in the 
current fiscal year, and the Chalmers 
about 35 per cent. 

The two companies, therefore, are un- 








The Chalmers factory, which was leased doubtedly strengthening their position 
MAXWELL MOTOR’S BALANCE SHEETS 
Assets July 31,1918 July 31,1919 
Real estate, buildings, machinery, etc................-+++++ $9,183,843 $10,249,134 
Good will, patente, G00... 2. ccccscccccccccccccecccccsccese 25,224,109 25,032,409 
Claims under contract with U. S. Govt...........0seeeeeceee cannes 8,468,371 
INNER. cco devcccedcccssdoeseutesenoooeoovecesososees 100,000 100,000 
SE TR oii odncvescccctdedtencetcsbeouescsseccssnces 10,724 1,157 
SS, wanna t bu cedsedieenbnaeseseeeeeesepas 16,283,387 14,197,655 
Advances to Chalmers factory... .......+...0e+seeseeeeeees 2,398,116 4,196,015 
Landen Glee Mat G0088s o0.cccccccccccccccccccccescccocees 65,83 58,407 
BN I nnn. k. ccs ccndcesdectecdasceeedeénceeneesess 879,715 1,176,808 
Aepoumts Teesivallle 2... cccccccccccccccccccccccecscccosecs 11 
re ee er CE, 8s ccd ccdencensteessotnese 773,750 1,079,300 
CE EE SS cn cdnnicnstsesnpibebends suncandetecéeetenses 4,653,128 2,940,975 
GRAS MMS ccc ccccccccccccccccescerescecgccscescecseeesoe eneees 1,145,447 
DGURESOE GUPOMEES 2c cc cccccccccceccccecceccescccccocsoeee seseee 219,417 
SE: scienbhdcshasabenmeeiastseenecans Prrrerrer an ~*~ desbee 
Interest receivable on govt. contracts .........e+.seeeee0es —-- . ieee 
SE ARI ae or eres $62,419,064 $70,251,021 
Liabilities 
First preferred stock ........cccccccccccccccccccedcoccces 13,336,642 $13,133,342 
Second preferred stock ...........++sseeesceeeeeeeeeseees 10,127,468 10,127,468 
CoE GOBER oc ccc cccccccccdsecccccccccnccecceooososes 5,158 12,855,158 
U. S. govt. advances on contract...........ceeeeeeeeeeeees 6,893,591 
ING ons cn ccccbeuhoececcccencesbiegeedeuas 782 700,174 
Mortgage and land contracts ...........+.ee+eeeeeeeeeeeee 1 98,382 
Netss POpGbhe 2.00. ccccccccccccccsccccccncesscceccecccesce 4,160,000 000 
DORREEG BOTS on 00.00 sc cvecccvescesvccccscesccesseccose 2,334,125 3,432,522 
Wages, taxes, etc. accrued............ccccccccccscecccees 500,150 855,857 
GT EEE cds adpcccccccccocccccusscssecesoseeces 419,067 235,266 
Edarty Bomd srbbeatigtlems qn... 2. ccccscccccccccccccccccse 209,543 397,779 
Notes receivable—discounted ...........seeeeeeeeeceeeees 206,845 719,915 
Sight drafts on customers—discounted ..............++++++ 951,931 867,275 
Dapeociatiom S0sG8 USS oc. 0.cccccccccccccscccccccccccceceee 2,333,377 3,342,679 
GIN, dni cs Sener basndanaenpedsadetiudeenense 217,525 660,006 
De Ge IED, 060.0605 cc0venvtesercecseeceosseces 8,567,125 9,681,613 
MES divhescuddaceedsgbhesecncnapedesaemienentabal $62,419,064 $70,251,021 








for a five-year period from September, 
1917, by the Maxwell Co. did a vast 
amount of war work, upon which the 
Maxwell Co. spent a considerable sum 
of money. Some return has been made, 
but there is still close to $6,500,000 owing 
by the government. If this had been in- 
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steadily, and even without the proposed 
merger will work out of their unfavorable 
statistical condition in the course of time. 
This condition is in insufficient working 
capital and decreased net-earning power. 
It has been because of it that dividends 
ceased on the Maxwell stocks, there hav- 
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ing been regular and accrued dividends 
paid on the first preferred stock up to 
the end of 1918 (all four quarterly pay- 
ments in 1918 were in scrip) ; on the sec- 
ond preferred 1% per cent was paid quar- 
terly in the last quarter of 1916 and the 
first three quarters of 1917; and 2% per 
cent quarterly was paid on the common 
for the same four quarters. 

The prospects of a resumption of divi- 
dends within two years, at the least, on 
Maxwell common stock would seem poor 
under present conditions. As was said, 
the company will undoubtedly work out 
of its unfavorable position without the 
merger, but it would seem probable that 
it would take that long to be clear of 
bank debts, build up working capital and 
accomplish other things, more or less de- 
manded under a _ conservative policy, 
before restoring dividends on the stocks. 

Under the merger plan, though, the divi- 
dend prospects would unquestionably be 
much nearer. Fixed and preferred 
charges will be greatly reduced, the work- 
ing capital will be immediately raised to 
a point probably more than ample for all 
current needs and the statistical position 
of the new company will be generally 
healthier. 


How About Auto Sales? 

One of the first questions that a pro- 
spective buyer of Maxwell stock would 
probably ask is, what are the prospects 
for sales of this car, and of the Chalmers? 
To correctly answer that question would 
require ability to read the future suf- 
ficiently to find out if the “saturation 
point” for automobiles is close at hand, 
also if there are to be truly “hard” times 
within the next few years. Furthermore, 
it would lead to a delving into statistics 
of the relative value of all competing cars, 
and a guess as to popular automobile 
psychology and many other things. 

As far as can be forecast from the 
facts at hand, however, I would say that 
they all point to a further gain in favor 
for the Maxwell passenger car in the fu- 
ture, among the $1,000 class, and of prob- 
ably even better gain in sales of Maxwell 
commercial vehicles. As for the Chal- 
mers, the information that I can get does 
not lead to anything on which to base a 
prediction as to future business. 

The two company’s orders, however, are 
close to a year’s business ahead of pro- 
duction. I am told that Maxwell has 
actual orders for 30,000 cars yet to be 
manufactured, with possibly 25,000 more 
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in sight, and Chalmers is about 7,000 cars 
behind orders.. 

Apparently the business management 
looks forward to a considerable expansion 
in business, for plans have been made 
and work started on a new factory in 
Detroit, the old plants have been enlarged 
at a cost of about $2,000,000 and about 
$1,000,000 is being spent on a new plant 
in Canada. 

It is reported that the new facilities 
have recently enabled the company to 
show a better average output than in the 
first quarter of its current fiscal year. In 
August to October, the production of 
Maxwell cars was close to 19,000, Max- 
well trucks about 1,800 and Chalmers 
cars about 4,000. On this, it is said that 
directors calculate net earnings of about 
$1,800,000, or at an annual rate sufficient 
to pay full divideads on the Maxwell pre- 
ferred stocks, and on the Chalmers pre- 
ferred and interest on its notes, and after 
allowing normal depreciation, leave close 
to 30 per cent for Maxwell common. 


Is Maxwell Stock Cheap? 


Drawing conclusions, these facts would 
seem to indicate that the three classes of 
Maxwell stocks are not high at present 
levels of about 60 for the first preferred, 
30 for the second preferred and 32 for the 
common. When the merger plan was first 
proposed and its full details were re- 
vealed, the stock rose sharply to far 
higher than present levels. When the first 


MERGER WILL HELP MAXWELL 
The weakest feature of the old Maxwell Company will be eliminated 


under the plan discussed here. 


This photograph shows automobiles in 


the final assembling line 








can be expected. This would mean some 
further gain in net income. 

The new common stock will also have 
some advantages which the old does not. 
One of these is that the ten-year notes to 
be issued if the plan goes threugh will 
have an annual sinking fund of $500,000, 
which will increase the equity for the 


conclusion that Maxwell stock should be 
worth pretty nearly present prices, al- 
though there might be a decline when the 
announcement that the merger is off is 
made. The Maxwell stocks, however, 
under present conditions would be highly 
speculative, whereas the new company’s 
preferred stock, with the merger a suc- 


news was published that the deposits were 
mot coming in fast enough to put the 
plan in operation, considerable selling en- 
sued, followed by declines to close to the 
lows for the year. 

Taking this market judgment of the 
plan, it would follow that if it is adopted 





COMBINED BALANCE SHEETS 


New 
Maxwell-Chelmers Corp. 
as if under actual 
merger on June 30, 1919 


Chalmers and 
Maxwell as of 


Assets June 30, 1919 


at the end of January and the $10,000,000 
notes are sold, it will probably be reflected 
in new market gains. The merged com- 
pany will be in such a strong position that 
it ought to be able to earn much more 
than the two units operated separately. 
There are reasons to believe that the peak 
in the high cost of operation has been 
reached, and that declines in costs, though 
probably small ones for a year or more, 
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common that much each year, as will the 
sinking fund of about $79,000 on the new 
preferred stock. The new notes are also 
to be convertible for new common at a 
rate of $1,000 notes for each 15 shares of 
new common, and the new preferred will 
be convertible into common share for 
share. If the new company should be as 
successful as is predicted by interests close 
to the Maxwell Co., it would be reason- 
able to expect that within a few years 
there will be only common stock out- 
standing due to the conversion of the 
notes and preferred stock. 

If the merger is abandoned, it is my 


cess, would appear to be entitled to the 
rating of a semi-investment security with 
speculative possibilities. 

The new common would seem to be a 
better speculation and have more tangible 
values back of it than either the second 
preferred or the common stock of the 
Maxwell Co. if it goes on under its pres- 
ent form. I am not inclined te recom- 
mend purchases of the present Maxwell 
stocks or of the new common, as the past 
record of the management has not been 
conservative enough to attract the in- 
vestor to those issues. Vol. 25, No. 4, 
Pa. 255. 
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_ Shoe Companies Forging Ahead 


Prospects for Immediate Future of Shoe Industry Very Bright—Demand from Abroad Largest 
in History and Own Merchants Have Not Stocked Shelves 


HE soaring prices for shoes during 
the past three years leads one to 
wonder what has been the cause 

and who has reaped the benefits. The 
corner shoe-store man says he has not, 
the jobber denies making any undue 
profits, the wholesaler claims only to be 
about breaking even, and it is certainly 
not the manufacturers, which can be 
proved by the story of the Endicott- 
Johnson Corporation and the Brown 
Shoe Co. 

The shoe companies have enjoyed 
marked prosperity during this period. 
This is due to increased business, rather 
than a larger percentage of profits. The 
amount saved for net earnings is rarely 
10 cents on the dollar of gross business. 
Such profits are not excessive, and are 
about the same as shown by the 5 and 
10 cent stores prior to the war. 


Endicott-Johnson Corporation 


The growth of the Endicott-Johnson 
Corporation to the position of the larg- 
est shoe manufacturer in the world has 
been one of the marked successes of the 
present generation. The company was 
the outgrowth of an investment of $2,900 
in the’ leather business by Mr. Endicott, 
president of the present corporation. He 
went into the going concern called the 
Lester Bros. Shoe Co. Shortly there- 
after he bought out the other partners 
and reorganized the concern. In the first 
year the new company did a gross busi- 
ness of $600,000. It was about this time 
that one of the foremen, George F. John- 
son, walked into Mr. Endicott’s office 
and applied for the position as factory 
manager, offering to work for one year 
gratis, so sure was he of making good. 
This was the beginning of the Endicott- 
Johnson combination. 

As the concern grew, the partners 
specialized. Mr. Endicott took charge of 
the selling and financial end, while Mr. 
Johnson handled the manufacturing. The 
company sold for some time exclusively 
to the wholesale trade, and it was with 
some misgivings that it was decided to 
sell to the customers direct. A few 
stores were opened in the surrounding 
towns. These have now grown in num- 
ber to over thirty. 

Labor troubles have not been known 
in the Endicott-Johnson organization. 
The help is not unionized, but the unions 
place it on the “fair list.” The cor- 
poration takes an interest in the em- 
ployees, as a point of good business, be- 
lieving that happy, healthy men make the 
better workers. All the help receive free 
medical aid, and 10,000 of the employees 
purchase three meals a day at 15 cents 
each. Although this is a financial loss, it 
is more than off-set by the higher per- 
centage of attendance and increased out- 
put of the employees. Playgrounds, 
baseball parks, race-tracks, dance halls, 
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reading rooms, etc., have been built. The 
workers are encouraged to issue a 
monthly magazine, which is edited en- 
tirely by themselves. In this paper they 
are at liberty to publish anything they 
desire. In this way, any, with griev- 
ances, are given a free rein to air them. 

The advancement in the manufacture 
of shoes during the life of the Endicott- 
Johnson combination is shown in no more 
striking way than in the time it takes to 
turn out a pair of shoes. In the early 


days it was a long drawn out affair, with 
practically all the work being done by 
hand, compared with the present machine 
products turned out at the rate of five 
pairs of shoes per day for the entire 
organization. 

The popularity of the company’s 
product is reflected in the increasing de- 
mand for their shoes. For the past sev- 
eral years sales have been limited only 
by their output, and during 1919 the 
company refused at least $50,000,000 
worth of business on this account. 

For some time past the company has 
been tanning a portion of its leather 
requirements. This has been augmented 
from time to time, and by the end of 
1919, the company has been able to bring 
this up to 100 per cent. of the leather 
used. The profits of this department 
are not stated. It seems reasonable to 
believe that this is an added profit to 
the company, as the Central Leather Co. 
makes a net of something over $2 a side 
that it tans. Even though there were no, 
profits, ‘the satisfaction to the company in 
having a continuous supply of leather, 
tanned especially to meet their require- 
ments, is an asset of great value. 

The company is now employing some 
15.000 people at their eight shoe factories 
and three tanneries. Sales have increased 





CUTTING ROOM IN A SHOE FACTORY 


Shoe companies have enjoyed marked prosperity during the last three years, 
but it has come chiefly in the way of increased business rather than in a 
higher percentage of profits. 
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from $20,000,000 in 1914 to between $80,- 
000,000 and $90,000,000 in 1919, with a 
present daily output of 75,000 pairs of 
shoes. Earnings during the same period 
have increased from $1,940,000 to an esti- 
mated $7,000,000 in 1919. Arrangements 
have been completed for building addi- 
tional tanneries and shoe factories to 


CORPORATION 


Profits 
before Taxes 
$1,940,149 
2,174,431 
3,669,797 
4,630,471 
4,398,187 
*7,000,000 


ENDICOTT JOHNSON 


Sales 
$20,422,014 
26,070,404 
34,515,401 


Year 
1914 
1915 


*85,000,000 


*Partly Estimated. 


bring the capacity of the plants up to 
150,000 pairs of shoes per day. 

In their plans for expansion, the offi- 
cials have considered the good-will of 
their employees towards the company, 
and to further this they have agreed that 
the employees shall share pro-rata with 
the common stockholders in any earnings 
over 10 per cent. on this stock. As it 
requires only $1,050,000 to take care of 
the full 7 per cent. dividend on the $15,- 
000,000 preferred and $1,400,000 for the 
10 per cent. allotment on the $14,000,000 
outstanding common, it is believed that 
this profit sharing plan will work out to 
be a real benefit to the employees. 

There has been some adverse criticism 
as to the item of good-will. This 
amounted to $7,000,000 in the balance 
sheet of April 17, 1919, at the time of 
listing the stocks on the New York Stock 
Exchange. Such a valuation does not 
seem unduly high, when it is considered 
that it is offset by a surplus and a profit 
and loss items of $6,946,822. The com- 
pany was strong in cash, this amounting 
to $9,823,758, together with other cur- 
rent assets, aggregating $33,330,774, as 
against total current liabilities of $14,- 


326,918. The company has no funded 
debt. 

The action of the stocks, since being 
put on the Big Board on June 25 last, 
has been highly satisfactory. The pre- 
ferred has sold on a basis with other 
high grade industrial issues. The com- 
mon, having a par value of $50, was 
started around 80. It went above 100 in 
both July and August, and has remained 
above that price since the latter month. 
On Oecember 2 it reached the high of 
the year, selling at 150. Dividends were 
started at the rate of 7 per cent. on both 
issues, by initial payments of 1% per 
cent. on July 1. The rate on the com- 
mon has since been raised to 10 per 
cent. There are rumors of a stock divi- 
dend for the common stockholders dur- 
ing the summer. This could be paid out 
of $7,000,000 authorized but unissued 
common stock. Such a _ distribution 
would conserve working assets, which 
are needed under the present expansion 
program, But in view of the very sharp 
advance in the price which has already 
taken place, the investor should exercise 
some caution at the present level. 

The Brown Shoe Co. is not a new- 
comer in our midst, the stocks having 
been listed on the New York Stock Ex- 
change in 1914. And until the past June, 
when Endicott-Johnson appeared, had the 
distinction of being the only shoe stocks 
dealt in on the Exchange. 


Brown Shoe Company 

The Brown Shoes are somewhat better 
known and better advertised in the West 
than in the East. It is difficult to find a 
hotel between St. Louis and San Fran- 
cisco that does not have a Brown Shoe 
Co. map of the United States on the wall, 
showing pictures of the salesmen in their 
territories. That these men are real 
salesmen is shown by the fact that Brown 
Shoes can be purchased in nearly every 
town in the United States. 

The company’s plants are located in 
St. Louis and in nearby Missouri and 
Illinois towns. Altogether the company 
owns and operates 10 large modern plants 
for the manufacture of its products, and 


WORKING ON THE UPPERS 


Hundreds of women are employed in this factory to sew linings. 


Prospects 


for the immediate future of the shoe industry are very bright. 
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leases and operates a large paper box 
factory. Including its two distributing 
houses, it has a combined floor space of 
28 acres, with a capacity of producing 
30,000 pairs of shoes per day. 

During the past year the company con- 
tinued its policy of expansion. A plant 
having a daily capacity of 3,600 pairs of 
shoes, was completed at Charleston, III. 
To help meet the cost of this, and other 
additions, the directors authorized the 
sale of the $2,000,000 preferred stock, re- 
maining in the treasury, bringing the out- 
standing preferred up to $5,400,000, with 
$6,300,000 common. 

On October 31, 1919, the net tangible 
assets applicable to the common stock 
amounted to $5,072,401 or $80.51 per 
share. This low book value of net 
tangible assets is due to the exclusion of 
such assets of $4,966,365, representing the 
book value of the intangible assets car- 
ried as “trade-name, good-will, patent- 
rights, etc.” These intangible assets are 
carried at a book value equivalent to $79 
a share for the common. 

The volume of sales for the fiscal year 
ending October 31, 1918, was $31,691,000. 
against $30,825,000 in 1918 and $21,882,- 
000 in 1917. Government business 
amounted to only approximately $2,000,- 
000 in 1919. In the previous year shoes 
for the army and navy totaled $7,500,000, 
thus making a total gain for 1919 in 
civilian business of $7,366,000. Orders for 
shipments during November, December 
and January amounted to $16,000,000. 
Considering the improvement in the 
company’s earnings the directors in- 
creased the dividend rate on December 1 
from 6 per cent to 7 per cent basis. 

The preferred stock, paying 7 per cent. 
dividends, is entitled to a high investment 
rating and is now selling a little under 
par. The common, which sold as low as 
23 in 1914, has gone above 112 in 1919 
and at this writing is about 106. The 
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1919 earnings were 20.5 per cent., against 
183 per cent. in 1918 and 23.7 per cent. in 
1917. The common is entitled to an ex- 
cellent rating, but it is not likely that 
the present price could be looked upon 
as a bargain level, as current earnings 
are very likely somewhat above the 
average that can be permanently main- 
tained. 
W. L. Douglas Shoe Co. 

The impression on the memory of the 
W. L. Douglas Shoe Co. is so distinct 
that one has merely to close his eyes to 
recall all its features: the boy working 
on the bench, the price stamped on the 
sole, and the factory, surrounding the 
picture of W. L. Douglas. This stead- 
fastness in the manufacture of shoes as 
typified by the unvarying advertisement, 
has developed the business, from a one- 
workman affair to that of one of the 
largest shoe manufacturers in the coun- 
try, doing a business this year in excess 
of $20,000,000. Arrangements have been 
made that when the present W. L. Doug- 
las dies three trustees will be appointed 
to continue the business along the same 
lines. 


The company was incorporated in De- 





ATTACHING HEELS TO SHOES 


Shoe manufacturers’ sales have been lim- 
ited only by output and some companies 
are far behind on orders. 
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Gross Sales 
1919 1918 1917 1916 1915 
6 mos. June 30...... $10,116,457 $7,950,697 $6,500,655 $4,411,770 $3,192,491 
6 mos. Dec. 31...... *13,000,000 6,543,977 7,357,081 5,404,255 3,657,858 
Calendar Year ...... $23,116,457 $14,494,674 $13,857,736 $9,816,023 $6,850,349 





Net earnings are not made public. 








cember, 1914, in Massachusetts as suc- 
cessor to a Maine corporation organized 
in 1902, which was itself successor to a 
Massachusetts corporation, formed to ac- 
quire the business originally established 
in 1876 by W. L. Douglas. The company 
owns a well equipped factory at Brock- 
ton, Mass., and it is probably the largest 
of its kind in the world, with floor space 
aggregating 350,000 square feet. 

Each year the organization has in- 
creased the number of retail stores, which 
now amount to 106. In addition, some 
nine thousand retailers handle Douglas 
Shoes, now being for sale in nearly every 
town in the whole country. 

The good-will, which the company has 
built up in these forty-odd years of 
operations, is carried in the balance 
sheet at $933,034. This is one of the 
organizations, whose good-will has a real, 
if not tangible value. It is proved by the 
fact that the company has been able to 
sell its 7 per cent. non-cumulative pre- 
ferred stock at par to its customers and 
friends without the aid of any bankers. 
In 1917 $1,000,000 of this stock was sold 
in this manner, when the preferred was 
increased from $1,500,000 to $2,500,000. 
In August of the past year, the stock- 
holders were offered $3,000,000 additional 
preferred stock at par. The stock not 
taken by the stockholders is being sold to 
the public by the company direct. Such 
a method of financing speaks very highly 
for the management of the company. 

All of the $1,000,000 common stock is 
controlled by Mr. Douglas, and he has 
never seen fit to make the earnings pub- 
lic. The management states that net 
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earnings, available for dividends, in the 
past four years, have averaged nearly 
four times the dividend requirements on 
the outstanding preferred. The reason 
given for the sale of additional preferred 
stock was that increased funds were 
needed to take care of export business. 
This has become an important item 
during the past six months. 

The present output is 16,000 pairs of 


shoes daily, an increase of 3,000 pairs 
over the production of this time last year. 
The plants are some six weeks behind on 
orders, and capacity production is in- 
sured for the next six months. Under 
such conditions, the preferred stock 
should receive a good rating among the 
industrial preferred issues. 


The Future 

The prospects for the immediate future 
of the shoe industry are very bright. The 
demands from abroad are larger now 
than at any time in history. Our home 
merchants have far from restocked their 
shelves. Even with the increased output 
of the larger companies, it will be many 
months before the manufacturers will 
catch up sufficiently to keep normal 
supplies on hand. The larger companies 
show a strong financial position, with no 
bonded indebtedness. Improvements and 
extensions are paid for either out of 
earnings, or by the sale of additional 
preferred stock. Were the railroads in 
such a condition we would think the 
millennium had been reached. 

For the investor, the important question 
is, to what extent have the sharp advances 
in the shoe stocks discounted the favor- 
able conditions? It seems clear, at any 
rate, that the stocks are no longer selling 
at bargain prices.—Vol. 25, No. 4, Pg. 254. 





AMAZING RECOVERY MADE IN 
EUROPEAN INDUSTRY 


President Kaufman, of American Safety 
Razor, Advises American Business 
Men to “Get Busy” 


“The real truth is that Europe is boom- 
ing industrially in an amazing way. My 
advice to American exporters is, Get busy 
and pour your goods into the countries 
once torn by war but which are recuper- 
ating in almost miraculous fashion, Don't 
let the fact that foreign exchange rates 
doubts. The exporters who will make 
have slipped cause you any misgivings or 
doubts.” 





New 


The New York Curb Market Realty 
Associates, an organization formed sev- 
eral months ago by the members of .the 
New York Curb Market Association to 
buy a plot and erect a building for curb 


market trading, has acquired a site front- 
ing in Trinity place between Rector and 
Thames streets and running through the 
block to Greenwich street. Plans for the 
structure will be drawn immediately, and 
work is expected to be started as soon as 
is practicable. Officials of the association 
have stated that they expect to be trading 
under a roof within a year. 

The money to purchase the site was 
provided by the sales of stock in the asso- 
ciates to members of the association, ev- 
ery member of which was required to buy 
$1,500 worth of this stock. The member- 
ship of the association will be 500, thus 
making the associates’. working capital 
$750,000. In addition, $250,000 was raised 
among the members of the association 


York Curb to Move 


and thus the $1,000,000 needed to buy the 
plot was provided. The building is ex- 
pected to be financed through a borrow- 
ing process, details of which have not 
been worked out. 

E. R. McCormick, president of the as- 
sociation, said that there are pending 376 
applications for membership in the asso- 
ciation. With the membership limited to 
500, however, he said that only between 
fifty and sixty vacancies were available. 
All applicants for membership have been 
sent letters in which they are told the 
price of the membership is $5,000, and 
that an application will be considered by 
the committee on membership when a cer- 
tified check for that amount shall have 
been tendered: Every successful applicant 
for membership will be required to sub- 
scribe fer $1,500 worth of the Curb Mar- 
ket Realty Associates stock, that stock 
becoming a fixture of the membership, 
and neither the membership nor the stock 
may be sold separately. 
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American Ice’s Domestic Troubles 


Is a Freeze-Out Being Planned for the Present Management? 
—A Study in Asset Values—Earnings Outlook and 
Technical Position 


MERICAN ICE has been in the 
limelight of late because of consid- 
erable recent public washing of 

linen. A group of stockholders, who 
claimed that they represented an import- 
ant part of the ownership, sent out a 
letter asking for proxies for the avowed 
purpose of ousting the present manage- 
ment on the ground that it is not “broad 
and progr ssive enough,” and more spe- 
cifically that it is not keeping up with 
competition and is not treating the com- 
mon stockholders fairly by withholding 
dividends. They suggest that preferred 
and common stockholders work out a 
plan for the advancement of their mutual 
interests, which has been explained by in- 
siders to mean a suggestion that the pre- 
ferred dividend be raised from the present 
6% to 7%, while the common should re- 
ceive some dividend. 

President Oler of the corporation re- 
plied, in an open letter, that the agitation 
against the present management was 
made by a _ speculative group which 
wanted dividend payments established on 
the common in order to provide a basis 
for previous bullish manipulation, and 
that the present board of directors is 
fairly representative of a large propor- 
tion of the stock of the company. It is 
also hinted more or less broadly that 
“certain interests” are trying to make the 
management buy out a number of ice 
properties at inflated prices, and are mask- 
ing their seifish proposals under the term 
of “progressive business methods.” 

Test of Strength 


The test of ultimate strength will come 
at the annual meeting of the company on 
January 13 at Jersey City, when all the 
questions involved, the common divi- 
dends, the addition of new subsidiaries, 
and the retention of the present manage- 








HARVESTING NATURAL ICE 

In severe winters competitors store 

large quantities of ice and so hurt the 

company’s business in the following 
summier. 
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ment, will be considered. The president 
offers in support of his contention that 
he represents the company fairly, a vote 
of confidence signed by thirteen directors 
out of a total of fifteen, including him- 
self. 

Whatever the merits of the case may 
be, there is no doubt that the common 
stock has been acting irregularly on the 
“Big Board” the last two years. In fact, 
the company has had a considerably 
checkered career in its few years of 
existence. 

To begin with, the fact must be remem- 
bered that it is one of the few com- 
panies which manufactures artificial ice, 
although it sells some natural ice. Most 
other companies in the field depend ex- 
clusively on natural ice. Obviously the 
industry is a highly seasonal one, and in 
addition much depends on the character 
of the winter. 

If. the winter season is a severe one, 
American Ice is harmed in two ways. In 
the first place because of the abundance 
of natural ice during the winter season 
little demand is felt for the company’s 
product, and as a result it figures ordi- 
narily on losing money during the months 
from November to May, to an extent 
usually of about $600,000 a season. Sec- 
ondly, its competitors, the natural ice 
companics, are able to lay up a consid- 
erable store of ice and so hurt the busi- 
ness of American Ice during the follow- 
ing summer. 

Conditions are reversed, of course, in 
a mild winter, such as that of 1918-1919. 
In this case a certain demand for arti- 
ficial ice is stimulated even during the 
winter, ordinarily a season of losses for 
the company, and either these losses are 
reduced to a minimum or an actual profit 
is made. In addition, competitors relying 
on natural ice are handicapped by the 
lack of the commodity, and so earnings 
are larger than usual during the summer. 

We would expect therefore to find a 
considerable variation in the earnings of 
American Ice from year to year, depend- 
ing on the mildness or severity of the 
winter, apart from the industrial effici- 
eney of the company. In fact, such is 
the case, as we see from a consideration 
of the company’s earnings in the ac- 
companying table. 

An important thing to notice in this 
connection is that the company’s net in- 
come has failed to keep pace with its 
growth in gross income. Much has been 
made in some quarters of the compara- 
tively large amounts set aside for mainte- 
nance and improvément, but considering 
that the company does a retail as well as 
a wholesale business in ice, coal and 
wood, involving the use of ice-wagons, 
which are relatively flimsy of construc- 
tion, repairs and makes wagons and the 
like, and also turns out harness and tools, 
it is not surprising that considerable ex- 
penditures have to be made on the sort 
of equipment used in these individually 
small plants. 


Reorganization and Its Results 


The original American Ice Company 
was incorporated in New Jersey in 1899, 
and gradualiy took over some 23 sub- 
sidiary companies. In 1905 a holding 
company, known as the American Ice 
Securities Co., took over practically all 
ef the common and the preferred stock 
of American Ice, and this arrangement 
was kept up till 1917, when the holding 
company was dissolved for economy’s 
sake. 

The reorganization was accomplished 
by the issue of new preferred and com- 
mon stock of American Ice, to be sub- 
scribed to on very favorable terms by the 
debenture-holders of American Ice Secur- 
ities, the 6% non-cumulative preferred, 
par $100, being offered at 66, with a 
bonus of 40% in common stock. After 
the redemption of the debentures, the 
assets of American Ice Securities were 
distributed among its stockholders, each 
of them receiving 48% in preferred stock, 
25% in common, of American Ice Co., 
and 60 cents a share in cash. It will thus 
be seen that to some extent the common 
stock represents a capitalizing of pros- 
pects instead of live assets. 

This impression is strengthened by a 
study of the balance sheet, wherein we 
see, in the 1918 report, good-will, water 
rights and patent rights, all of them in- 
tangibles, carried at $17,023,663 out of a 
total asset value of $35,467,384. This ap- 
parent “padding” of the balance sheet is 
probably more justifiable in the case of 
American Ice than in most industrials, as 
ice-cutting privileges and riparian rights 
presumably represent privileges bought 
and paid for in cash, but the suspicion 
cannot be avoided that the proportion of 
intangibles to total assets is remarkably 
high. 

As a result, book values behind the 
preferred, after subtraction of intangi- 
bles, current liabilities and funded indebt- 
edness, work out to the sum of $76 a 
share, approximately, and for the com- 
mon the result is a negative quantity. 
Obviously, the question of how much 
water there is in Ice depends on how far 


THE MANUFACTURE OF ICE 
This view shows the tanks being filled 
and blocks of ice being removed in an 
artificial ice plant. American ice manu- 

factures most of its ice. 
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we accept at its face value the estimate 
put on intangible assets in the company 
reports. Accepting this at its stated val- 
uation would make the preferred worth 
$185 a share and give the common a 
value of some $188 because of its smaller 
volume. 


TEN-YEAR FLUCTUATIONS OF AMER- 





ICAN ICE 

Earned Divs. Surplus 

on Pfd. on Pfd. for Year 
ee 7.01 1% $822,177 
| ee 7.01 1% 293,289 
| ROS 3.99 1% 409,927 
Diasenseee 2.47 1% 182,744 
eS 11.12 1% 1,472,819 
Piecrtaes 2.73 1% 222,364 
| 3.53 1% 302,379 
ES 4.72 1% 518,059 
ae 7.33 3% 530,474 
ae 8.10 6 314,164 








Company Finances 

The funded debt of the company is 
comparatively small, aggregating $6,350,- 
930. The most important items are an 
issue of collateral 5s, due 1922, amounting 
to $1,262,000, and secured by deposit of 
stocks and bonds amounting to $3,068,045, 
and an issue of real estate first and gen- 
eral mortgage 6s, due 1942, to the extent 


Progress of United States Ship 


IGURES just given out in Washing-. 


ton covering the activities of the 

Emergency Fleet Corporation show 
how rapid is the progress that is being 
made toward the acquisition of the 15,- 
000,000 tons of shipping which United 
States Senator Wesley L. Jones recently 
stated in this publication is essential for 
our national safety and commercial suc- 
cess. Ships launched by the Corporation 
up to December 20 numbered 1,943, with 
an aggregate of 10,649,215 deadweight 
tons. Of this total 1,717 vessels of 9,- 
410,411 tons have actually been delivered 
to the Shipping Board. Keels have now 
been laid for 2,258 ships of 13,026,761 
deadweight tons. 

These figures cover the activities of the 
Emergency Fleet Corporation under the 
war program and show that the plans as 
originally laid out by the promoters of 
the American merchant marine are being 
developed according to schedule. The 
figures also are exclusive of contracts 
cancelled and to this extent represent a 
program that has been curtailed. 

The prediction made recently by Chair- 
man Payne that the tonnage delivered 
during the current year would exceed 
6,000,000 deadweight tons has been real- 
ized during the last week. With one 
week still remaining as part of the twelve 
months, deliveries on December @20 
reached 1,136 vessels of 6,090,290 tons, 
representing a record output in ship 
construction. 

The following figures show the prog- 
ress of ship construction for various 
dates : 

December 1 to 20: ” 

Number Deadw’ght 


Steel— 7 of ships. tons. 
Keels laid .......... 9 70,900 
GEE aeesccia've 20 121,000 
TE bo cane nacca 30 208,700 
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of $4,751,000, which are secured by a 
joint mortgage on the properties of four 
subsidiaries and in addition by the de- 
posit of stocks and bonds worth at par 
$4,515,261. 

Junior to these is the preferred stock, 





Wood— 
CE... ccumeeee 4 15,100 
Delivered ........... 3 8,050 
Total : 
NS rrr 9 70,900 
ES ESE 24 136,168 
Delivered .....cccese 33 216,750 
Year to December 20: 
Steel— 
Heete Bebe ....ccccces 633 4,407,500 
Serer 744 4,845,500 
Delivered ..........- 723 4,703,800 
Composite— 
CRED occacteone 5 17,500 
0 eer 12 42,000 
Wood— 
ne 270 796,100 
Delivered ....ccccces 398 1,320,450 
Concrete— 
BIN cnncsccesed 5 33,000 
EE icenteogsss 3 10,000 
Total: 
aa 646 4,407,500 
ae 1,025 5,696,119 
EE cccdececwes 1,136 6,090,200 
Total to date: 
Steel— 
RE Sec ckunen 1,634 10,982,061 
SE Oe 1,148 8,702,065 
er ae 1,182 7,506,561 
Composite— 
PE OEE cas ccdcuss 18 63,000 
eS ere 18 63,000 
eee 18 63,000 
Wood— 
Ek ae 594 1,904,200 
eee 570 1,848,150 
Delivered ........... 514 1,756,850 
eae 12 73,500 
OSS Pe 7 36,000 
PEEL concescodan 3 10,000 


of which there is outstanding $14,920,200, 
out of an authorization of $15,000,000. 
The par value is $100, like that of the 
common, of which there is outstanding 
$7,161,330. The preferred is non-cumu- 
lative, as has been remarked, and has 
been paying 6% only since 1918. In 1917 
it paid 334%, and for over eight years 
before then either 14% or 14%. Divi- 
dends have recently been declared on the 
common of 4%, payable quarterly. 

Price movements of the common have 
been rather erratic, as shown on the 
accompanying graph. 

It seems probable that the Harriman 
National Bank interests will hereafter 
hold a very strong and perhaps a domi- 
nating position in the company’s affiairs, 
and that the more liberal policy toward 
stockholders will be continued. Good 
earnings have fortified the company’s 
position, and the preferred stock, selling 
at 68 to yield 8.8%, should be entitled to 
sell several points higher in 1920. 

The common at 46, paying 4%, yield- 
ing 8.7%, is of course not to be rated 
as an investment issue. It has always 
been attractive to speculators, and its 
technical position at present is such as 
readily to permit an advance. 


Construction 





Total: 
Keels laid .......... 2,258 13,026,761 
Lawmched ...cccssces 1,943 10,649,215 
Delivered ........... 1,717 9,410,411 
WHAT CAUSES HIGH 


PRICES? 


OME time ago there appeared in your 
magazine, an article by Irving 
Fisher, in which he explained that 

the present high level of prices was due 
to the increase of money in circulation. 
Other authorities upon economics have 
made the same explanation, though some 
have restricted this relation of prices to 
the supply of gold only. The statistics are 
given to prove their assertion. 

It is not my intention to dispute their 
figures or to claim that there is not an 
approximately true relation between prices 
and the money supply. There always has 
been in the past. I do question their 
line of reasoning, however, and venture to 
assert that if the United States were to 
issue a billion of additional currency at 
the present time, that fact of itself would 
not advance prices in the least. What 
would put that billion into circulation? 

It is an accepted truth that prices are 
regulated by supply and demand. That 
law does not refer to money, but to the 
things which money will buy. Money is 
the measure of value—the thing with 
which comparison is made. Money rep- 
resents human effort. Now we are get- 
ting at the truth of the matter. The level 
of prices depends upon the supply of 
labor in proportion to the demand. When 
the demand for labor is greater or the 
supply is scarce, prices are high. When 
the call for labor is light or the supply 
is abundant, prices are low. China pre- 
sents an example of the latter condition. 

.J H. Arnon. 
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Trade Tendencies 
As Seen By Our Trade Observer 














i Steel 
ad Steel Demand Heavy 


THE steel industry enters 1920 with 

an extremely favorable outlook. Or- 
ders are the heaviest since the armistice, 
enough business having been booked to 
carry the industry into the second quar- 
ter of this year. An encouraging feature 
is that most of this business is domestic, 
foreign trade in steel products having 
actually decreased in spite of a keen 
world-wide demand. The reason was the 
pressing nature of the domestic orders. 
Leading producers, it is understood, have 
been trying to maintain connections with 
foreign markets, having an eye to the 
future, but total exports have been rela- 
tively small. 

The shortage in certain lines is very 
pronounced. Particularly is this true of 
piping, which has been consumed in large 
quantities by the oil producers, who find 
the present producing capacity of the 
pipe insufficient for their needs. Pilates, 
too, are in great and increasing demand, 
although a considerable supply was left 
over from the war program. Sheets, 
bars and wire products are scarce, pre- 
miums being paid in some instances for 
prompt delivery in these lines. 

The outlook for raw material supply is 
distinctly better, as the coal situation is 
improving and more coke is being pro- 
duced. Car shortage is complained of in 
some quarters, and is said to interfere 
with the normal production of pig iron. 
The buying demand for the latter appears 
to have passed for the time being at least 
the peak of its intensity, though small 
orders are still being filled. Prices are 
now ruling some $8 a ton higher than 
before the steel strike. Low production 
of pig iron is being complained -of, in 
spite of attractive market conditions, and 
this may retard the steel industry some- 
what later. 


Steel Price Outlook * 


The leading producer has _ recently 
stated its intention of maintaining the 
price schedule fixed last March. It may 
find itself alone in this action, as most 
of the smaller companies have been rais- 
ing prices as the costs of fuel and pig 
iron went up and the demand for steel 
products grew keener. It even seems 
doubtful if any company can afford to 
keep up the old prices with the advancing 
tendency in its raw materials so pro- 
nounced, shaving down the margin of 
profit. In addition, transportation charges 
will probably be higher this year than 
last, no matter what solution is reached 
for the railroad problem. 

At the present time, business is a bit 
slow, as end-of-the-year inventories and 
accounting are in process, but no doubt 
is expressed that the demand is very 
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HE average investor has neither the time 
nor the copertanty to follow develop- 
ments in the various industries, although such 
developments at times are of vi importance 
in the consideration of the long range pro- 
pects for securities. This department will sum- 
marize and comment ay the tendencies in 
the more important tra as in the 
authoritative trade publications and by recog- 
nized leaders in the various industries. As 
the general tendency in a given trade is but 
one of the many factors affecting the price 
of securities that industry, the 
reader should not regard these trade tenden- 
cies alone as the basis for investment commit- 
ments, but ae as one of many factors to 
be considered before arriving at a conclusion. 





strong and will manifest itself shortly. 
The mills would be working at capacity 
now if it were not for a scarcity of labor, 
trade authorities say. 

Rail inquiries contingent upon the re- 
turn of the roads to private ownership 
are coming in heavily, and already res- 
ervations for close to 600,000 tons of rail- 
making capacity, as well as definite or- 
ders, have been booked. Shipbuilding 
materials have also been in great demand, 
the statement being made that mills de- 


AVERAGES 


To Dec.3]. 


voted to this work are operating at a 
rate exceeded only during the war. 

Production at the present rate is about 
80 per cent of capacity, and may reach 
full normal capacity within two months. 
The new labor taken on since the strike 
is said to be less efficient than expected, 
and difficulties in connection with the fuel 
and pig iron situation are holding back 
the steel mills somewhat. 

Taking a general view of the situation, 
however, with the high demand shown at 
home, the practically neglected though in- 
sistent foreign demand, prospects for 
good general business conditions, heavy 
bookings of unfilled orders, and rapid 
movement of finished products, it is diffi- 
cult to avoid a feeling that next year 
should be one of the best the industry 
has ever known. 


Railroads 


THE announcement by President Wil- 

son that the railroads were to be 
returned to their owners on March 1 
cleared up one question that had been 
of the highest importance to railroad men. 
It was recognized that Congress needed 
more time to settle the railroad question, 
particularly as the bills passed by the two 
houses differed in important respects and 
some time is expected to be needed by 
the conference committee to straighten 
out these differences. 

The financial condition of the railroads 

continues to improve, as earnings are 
usually expected to improve at the end of 
the calendar year. This fact is seized 
upon by advocates of Government owner- 
ship to point out that Federal operation 
should be continued for some time further 
to give it a fair chance: In the present 
temper of Congress, however, it is highly 
unlikely that’ such action will be taken. 
Much depends, however, on how seriously 
the professions of the railroad shopmen 
are to be taken. 
_ Director-General Hines has given out 
statistics showing that the improvement 
in the operating showing of the railroads 
is really a loss, if consideration is given 
to the normal improvement of the roads 
at this time of year under private manage- 
ment, and if deductions are made for 
wage advances granted to the railroad 
employees and differences in accounting 
for the hire of equipment which have re- 
cently been put into force. 

In the meantime arrangements have 
been made for equalizing the freight rates 
on goods destined for export through 
Southern ports, giving them equal advan- 
tages with New York in this regard. 
This plan has been under consideration 
for a year, and is expected to do much 
to relieve congestion at the port of New 
York by diverting part of its export traf- 
fic to other harbors. New York port 
interests have concurred in the adoption 
of this measure. 


The Situation in Washington 

Interest in the railroad question for 
some time will center in the national 
capital, where a final solution is to be 
worked out. The disconcerting feature 
of the legislative situation is the wide 
diyersity between the Cummins bill, 
passed by the Senate, and the Esch bill, 
which has been approved by the House. 

It is feared that in the haste to get 
a bill of some sort through by the time 
fixed by the President for the return of 
the railroads, a patchwork compromise 
measure will be rushed through. In any 
case, it is safe to say that whatever leg- 
islation is passed will be bitterly resented 
by some of the interests ‘which have ex- 
pressed themselves. The railroad labor 
groups have apparently won over the 
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adhesion of the Federation of Labor to 
their program, and their attitude is com- 
plicated by the fact that they have a pend- 
ing wage question still on their hands. 
The time fixed by Government authori- 
ties for the cost of living to fall, on which 
promise they based their return to work, 
has passed, and the cost of living has not 
fallen, but rather risen, in spite of a tem- 
porary reversal of direction at first. 

The possible dissatisfaction of labor at 
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finding its pet railroad plan overridden 
at the same time as the wage settlement 
of last August proves unworkable, for 
reasons apparently beyond the Govern- 
ment’s control, is held by some to con- 
stitute a disquieting feature. The most 
that can be said is that the whole rail- 
road situation at the present time is in 
a state of the highest uncertainty, and 
that a suspension of judgment until Con- 
gress has acted is the only attitude war- 
ranted by the facts as known. 





Cotton 


Technical Conditions Rule 


THE cotton market at the present time 

is appafently controlled rather by 
technical considerations from within than 
by business conditions without. Short ac- 
counts appear to have been mostly cov- 
ered, and what buying power there is, is 
very weak while both the South and Wall 
street have been liquidating. High money 
rates have had some influence in keeping 
prices down, though no really drastic 
decline has taken place. The attitude of 
the Federal Reserve Board toward any 
attempt to engineer a bull movement in 
one of the essential commodities, it is 
felt, would be unfavorable. 

The prospects of another raise in re- 
discount rates by the Board is being 
much spoken of, and probably helps keep 
the market down. The foreign situation 
is fairly good, heavy exports being re- 
ported, and likely to increase if the Edge 
Act can be got to working within a 
moderately short time. 

The domestic trade is quieter than it 
has been for a long time, as mills in many 
cases are fully contracted for and not 
anxious to accept new business. While 
it cannot be said that large stocks are 
being kept on hand, trade buying is not 
as energetic as it has been for some time, 
the sentiment prevailing that is it not 
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conservative to load up heavily with 
prices of cotton and cotton goods at their 
present level. 

The acreage planted for this year prom- 
ises to be larger than for the year just 
past, and yield should be better as fer- 
tilizer will be more available, both from 
German sources and others long occupied 
in military work. Many people expect 
that a large carry-over will be found 
when the present crop is all marketed, 
which would not conduce to the mainten- 
ance of high prices for cotton. 

As far as domestic consumption goes, 
opinion prevails that while the value of 
the raw material used has been high, the 
total number of bales manufactured will 
not make an impressive showing, because 
of the relative inefficiency of labor as 
compared with past years in the textile 
industry and the delay early last year in 
getting new construction under way. 

Stocks of cotton in New York ware- 
houses are unusually low, and ginnings 
so far reported are well behind last year’s 
mark. Spinners’ takings are increasing, 
and export consignments are establishing 
new records for the year. 

The fundamentals of the market, there- 
fore, show good intrinsic strength, al- 
though technically cotton is in poor shape 
for an advance. If present uncertainties 
as to money are removed and some in- 
dication is given as to price tendencies 
in cotton goods for this year, the market 
should probably respond well to any favor- 
able developments. 





Shipping 
Large Tonnage Supply 

BUSINESS is fairly dull in the shipping 

world at the present time, as exports 
are showing a declining tendency while 
shipping tonnage available, on the other 
hand, is more than enough for current 
needs. In addition, the United States is 
leading the world in tonnage under con- 
struction, most of which is for Govern- 
ment account. 

The coal difficulty being over, shipping 
is easier, and a considerable amount is 
engaged in the coastwise coal-carrying 
trade. This is believed to be one of the 
most profitable branches of the business 
because of the ease with which the cargo 
can be loaded and unloaded, which re- 
duces materially the time spent in port 
and leaves the ship free for another trip. 
The transatlantic trade is by no means 
sO prosperous at the present time, par- 
ticularly as a good deal of the shipping 
of foodstuffs and cotton has already been 
done, and no great increase in exports is 
expected while exchange conditions re- 
main as unfavorable as they are today. 

The figures for exports as usually given 
out, in dollars, do not give a fair idea of 
the situation from the shipping man’s 
point of view, as his concern is with the 
amount of tonnage carried, and only 
secondarily with the value of the freight. 
From this angle, exporting has actually 
decreased in a good many cases where 
value of cgmmodities carried has in- 
creased, notably in the case of cotton. 
Europe, as is well known, cannot buy as 
many bales of cotton as it used to, but 
this fact is apt to be lost sight of when one 
looks at the statistics showing the value 
of cotton exported from this country. 


The undeniable tendency on the part of 
labor toward lower production and the 
growth of protectionism, together with 
numerous export and import restrictions 
in different parts of the world, militate 
against the prosperity of the shipping in- 
dustry. The steadily rising costs of op- 
eration, particularly the items of wages 
and fuel costs, in the face of a softening 
freight market, are not especially’ en- 
couraging. 


Our Merchant Marine Policy 


At last the outlines of a marine policy 
are beginning to take definite shape at 
Washington. The idea of a well-balanced 
Shipping Board fleet, involving the con- 
struction of certain kinds of ships and the 
disposal of others, has been adopted as 
an integral part of Governmental ship- 
ping policy. For instance, the fleet is 
weak in tankers, of which there is a 
shortage in private hands also, and has 
an overplus of the little-wanted wooden 
ships. Plans for the sale of these for 
foreign account are being considered, a 
New York corporation having been chosen 
to act as intermediary. They are appar- 
ently more popular in Europe than here, 
though the same difficulties will eome up 
in selling them as in exporting any other 
kinds of merchandise—the questions of 
credit and of the embarrassing exchange 
rate, 

The shipping bill sponsored by Senator 
Jones, which is known to have the ap- 
proval of the Shipping Board, and is due 
to appear before the Senate committee 
in a few days, provides for the contin- 
uance of Government ownership, with op- 
eration largely through a board to be ap- 
pointed by the President, independently 
of the Shipping Board, whose duties 
henceforth are to be purely regulatory, 
after the fashion of the Interstate Com- . 
merce Commission. It is intended ulti- 
mately to have the ships privately owned 
ar | operated, and this aim is to be ac- 
complished gradually, the idea being that 
if the ships should be dumped on the 
market at the present time, prices would 
go down suddenly and the Government 
would suffer unnecessary loss. 

The board proposed by the bill is to 
have full operating and building powers, 


-being given all the assets of the Ship- 


ping Board and’ the Emergency Fleet 
Corporation. Government lines are not 
to compete with established private lines, 
and their boats are to be subject to the 
same laws as privately-owned ones. 
Better distribution of tonnage is a 
crying need at the present time, as the 
Pacific coast is clamoring for more ships 
for the Oriental trade in competition with 
Japanese vessels while at Eastern ports 
there is an overabundance of ocean-going 
steamers. At the same time differentials 
are being established on Atlantic liners 
between eastbound and westbound pas- 
sengers, the latter being charged certain 
extras to make up the fall in foreign ex- 
change rates. The amount of tonnage 
available for passengers will also be 
increased by a bill now pending which 
would permit freight vessels to carry 
passengers without coming under the 
passenger steamer law except as regards 
lifesaving equipment. The purpose is to 
permit of easy travel to out-of-the-way 
ports not usually touched at by regular 


303 








lines. The number of passengers so 
travelling is limited, and the great advan- 
tage of the arrangement is the avoidance 
“of the inconvenience of changing at some 
ipomt on one of the regular lines from an 
American ship to a foreign one which 
3happen to have passenger connections to 
‘the point of final destination. 

The outlook for the shipping industry 
at the present time is more or less un- 
“certain, depending largely upon the un- 
“certainties of export trade. While the 
‘latter may eventually overcome the ob- 
>stacles now confronting it, it will take 
sayme time to work things out, and until 
then the shipping industry, normally a 
very profitable one, will suffer to some 
extent from large tonnage and insufficient 
business. 





Oil 
Upward Price Movement 

(TOGETHER with the rapid advances 

in the price of crude oil, both in the 
Eastern and the Mid-Continent fields, 
prices of refined oil products have been 
showing an upward tendency. Particu- 
larly is this noticeable in the case of fuel 
oil, where indeed charges of profiteering 
have begun to be raised. It is alleged 
that certain oil men took advantage of 
the coal shortage caused by the strike 
and the consequent heavy demand for fuel 
oil to raise prices unjustifiably. On the 


other hand it is pointed out that produc- 
tion costs have been rising steadily, par- 
ticularly as deeper drilling is being re- 
sorted to for increased production. 
Kerosene prices have also been ad- 
‘vanced considerably, partly because of 
similar considerations, as kerosene is the 


substitute for coal on a small scale in the 
same way that fuel oil is a substitute on 
a large one. This is especially true of 
Europe, where the prevailing shortage of 
coal is making householders resort to the 
use of kerosene-burning stoves for heat 
and for light. 

Statistically, the position of the petro- 
leum market is very strong, as the de- 
mand is active, supplies are being in- 
creased slowly in comparison, and stocks 
on hand are very small, compared with 
periods of less intense activity in past 
years. The bogy of overproduction ap- 
pears to have been laid for some time to 
come, more especially in view of the in- 
creasing importanec of the internal-com- 
bustion engine and the oil-burning boiler. 

The latter is extending its field stead- 
ily. News comes from England that one 
of the oldest steamship companies has 
stated in its annual report that it intends 
to equip all its new tonnage to burn oil 
instead of coal, while at the same time 
remodeling the engines on one of its 
largest ships for the same purpose. The 
larger city hotels are beginning to do the 
same thing, now that regulations have 
been formulated for the safe storage and 
supply of the liquid fuel. 

Statistics for the consumption of crude 
oil by refiners show a steadily increasing 
wendency, recent figures being new high 
~pecords for the United States. At the 
«same time exports are amounting, as the 
eviving industries of Europe find them- 
selves without coal sufficient for their 
meeds, and perforce turn to oil as an 
atternative. 

European needs in oil products were 
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brought out at. the International Trade 
Conference held some time ago in Atlan- 
tic City. It was shown that France would 
not have enough coal for its needs even 
with the acquisition of the Sarre Valley, 
while Germany would not be in a position 
to export coal any more, and would draw 
heavily upon the world’s supply of oil. 
Arrangements have been made for ship- 
ments of oil to Germany, which wait only 
for the completion of international ar- 
rangements with regard to shipping ton- 
nage. A country like Italy, which has 
no coal within its own borders, is another 
heavy consumer of oil. Accordingly the 
export trade in oil products has been 
booming, and seems destinéd to become 
an increasingly important part of the in- 
dustry. 
Mexican Oil 

The difficulty with Mexico is acceler- 
ating the upward tendency in oil, as that 
country is being relied on more and more 
as a source of crude oil of the heavier 
grades, particularly suitable for fuel oil. 
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It has been estimated that 80 per cent of 
the Navy’s requirements of fuel oil are 
filled from Mexican sources, and cutting 
off this supply, either through act of the 
Mexican government in acordance with 
some of the suggestions that have been 
made, or through embroilment between 
the republics on either side of the Rio 
Grande, would cause considerable trouble 
to the industry. 

More particularly is this true at the 
present time, when exports of oil from 
Mexico, most of which go to the United 
States, are reaching phenomenal figures. 
This increase of importation of oil from 
Mexico shows how consumption is strid- 
ing ahead of production in this country. 

The only other obstacle to the industry 
in sight appears to arise from the short- 
age of transportation facilities, both in 
tank cars and tanker vessels. Pipe-lines 
are being built in large quantity, but the 
orders for pipe from this source are al- 
ready taxing the capacity of the steel 
mills to the utmost, and it seems as if 
the point will soon be reached where new 
business in pipe-lines will not be accepted 
by the makers for lack of producing 
capacity. Transportation is right now one 
of the serious concerns of the industry, 
and is a problem that is becoming more 
pressing as the activity in the oil fields 
becomes more and more pronounced. 

In all other respects, however, the oil 
industry is having a period of the highest 


prosperity, with the outlook that this 
will be carried on well into the new year. 


Silver 
Scarcity of Silver Marked 

THE shortage in silver caused by the 

heavy demand from the East, par- 
ticularly China and India, has had several 
interesting results on the Treasury. In 
the first place, arrangements have been 
made with banking institutions whereby 
silver can be removed by from the Treas- 
ury by presentation of current funds, 
instead of silver certificates, as formerly. 
This makes it easier to get silver out of 
the country to settle adverse trade bal- 
ances with the East. 

The Mint and its branches have been 
working twenty-four hours a day for some 
time to relieve the scarcity of subsidiary 
silver coinage, but are still behind. Silver 
dollars are being melted down for this 
purpose to be reminted as smaller coins. 
Eventually the deficit in the silver reserve 
caused by these subtractions will have to 
be made up by coinages of silver bought 
at the statutory price of $1 an ounce. In- 
cidentally this assures silver producers 
against any return of silver to its pre-war 
levels for some time, as Government pur- 
chases will be required as soon as. the 





" present outward movement of silver is 


over. 

Just where the silver is going that is 
out of circulation at the’ present time is 
doubtful. Silver would have to be as 
high as $1.42 or $1.44 an ounce before 
it would be worth melting down the frac- 
tional currency, but it seems as if con- 
siderable hoarding is being done. At any 
rate, the shortage is undoubted, though 
it may be due to the greater activity of 
business and general tendency to freer 
spending. 

This shortage of smaller silver coins is 
even more marked abroad than in this 
country, particularly in France. For some 
time it was quite profitable to melt French 
coins and sell the silver bullion in New 
York, at the prevailing low rates of ex- 
change, so as to net about 14 francs an 
ounce, far above the prevailing quotations 
in France. This was stopped by order of 
the French Government, forbidding the 
exportation of silver, and stringent regu- 
lations for enforcing the law were en- 
acted, but not in force till a considerable 
scarcity had been caused. 


Possible Substitutes 

With the continuing high price of silver 
and its small supply, many suggestions 
have been made for using smaller quanti- 
ties of silver for internal currency pur- 
poses. In parts of Europe paper subsi- 
diary currency has been resorted to, but 
in general most plans suggested contem- 
plate either the debasing of the currency 
by decreasing the silver content while 
maintaining a uniform size, or else sub- 
stituting other metals, such as nickel. 
The latter plan has been advocated by the 
London Chamber of Commerce. 

The prospects are that some measures 
of this kind will have to be taken in 
Europe, and perhaps eventually in the 
United States, though we are as yet well 
fortified by a Treasury reserve of coined 
silver dollars, which are for practical 
purposes not part of the metallic basis 
underlying our credit structure. The last- 
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ing cause behind the scarcity is of course 
the demand for the metal to settle ac- 
counts. with the East, which is selling 
considerably more than it is buying, and 
which is on an exclusively metallic basis, 
favoring silver even above gold, as its 
banking development is as yet too primi- 
tive to permit of the extensive use of 
paper instead of metal. Until this situ- 
ation changes either by a lessening of 


the trade balance in favor of the East or” 


a substitution of European methods of 
doing business for the cumbrous native 
ones, the outflow of silver may be ex- 
pected to continue, and in consequence 
the price will stay up. 





Tobacco 
Boom in Industry Prolonged 

HE year just past has been in many 

ways one of the most prosperous, 
with few exceptions, that the industry has 
ever known. Demand for the finished 
product has been unusually high, espe- 
cially as the ex-overseas men joined the 
ranks of civilian American smokers in- 
stead of being confined to army tobacco 
rations. The general high level of wages 
in the country has stimulated the buying 
of tobacco products, and in addition a 
large export demand has grown up, as 
one of the incidental functions of the 
American in France was as a missionary 
of American tobacco. 

Cigarettes seem to have been growing 
in popularity faster than the other forms 
of tobacco, particularly the domestic 
brands. Crops were unifomly good, in 
some places even being of record size and 
quality, but production costs were un- 
precendentedly high, particularly the labor 
costs involved in harvesting the - crop. 
Manufacturing costs were also high, and 
as a result early in the year, and to a 
smaller extent in the last two months, 
prices to the consumer were raised. This 
was more especially true of the domestic 
tobaccos, particularly Virginia, than of 
the foreign kinds such as Turkish from 
which the more expensive cigarettes are 
made. 


Cigar Trade Expanding 

The cigar-making industry was crip- 
pled for some months by severe and 
widely spread strikes, both in the cigar- 
manufacturing centers in this country and 
in Cuba, but the labor troubles have been 
overcome and the increasing demand has 
strained the resources of the producers. 
Stocks on hand are fairly small, in view 
of the great activity in the industry, and 
are being diminished rapidly. 

An interesting feature of the industry 
has been its financial development and ex- 
pansion, by the consolidation of large in- 
terests and the formation of numerous 
subsidiary companies. It is estimated that 
the total capital invested in one large 
group of tobacco interests compares with 
that invested in U. S. Steel. 

Part of this activity is due to the desire 
to increase the export trade, particularly 
in the distinctively American cigarettes, 
which are becoming very popular abroad, 
At the same time manufacturing facilities 
are being increased largely, and new 
distributing avenues are being opened. 
Sales at the present time are about at 
record figures, in spite of increasing 
prices, which a prominent tobacco com- 
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pany official has predicted will advance 
still further on the basis of rates now 
being charged to retailers. The price 
margin between the cheaper brands of 
cigarettes made of domestic tobacco and 
the hitherto more expensive ones made 
of imported leaf is diminishing, and with 
more foreign demand for American to- 
bacco may disappear. 

The outlook for the industry is un- 
doubtedly encouraging, in view of the 
steady and increasing demand, the free 
supply of leaf tobacco, and the settlement 
of labor troubles. The one cloud dimly 
seen in the distance, and that a slight one, 
is the agitation conducted in some quar- 
ters against the use of tobacco, on the 
analogy of the successful fight for the 
prohibition of the use of alcoholic liquors. 
A vigorous fight is being waged against 
this propaganda, however, by tobacco in- 
terests, warned by the fate of the distil- 
lers, and the danger is regarded as negli- 
gible. 





Public Utilities 
Situation Unpromising 
[HE outlook for the public utilities 
does not seem to the observer as 
hopeful as it did some months ago, when 
predictions were freely current that the 
peak of high prices had been reached, and 
that consequently the utilities would stop 
being pressed between the lower mill- 
stone of advancing costs and the upper 
millstone of a relatively fixed income. 
Labor difficulties for the most part have 
been straightened up, but unless the end 
of the present price tendency is in sight 
soon, wage troubles may recommence, 
and construction and maintenance costs 
are not diminishing. On the contrary, 
steel, after a long period of price uni- 
formity, has begun an upward movement, 
and copper seems headed the same way. 
In regard to the question of rates, con- 
siderable difficulty has been experienced 
all along the line in obtaining any con- 
cessions from regulatory bodies, and it is 
likely that further increases, should such 
be necessary to cope with increasing costs, 
will be secured only with more resistance. 
At the same time a movement is on foot 
to hasten the methods of procedure of 
public utility commissions and similar 
bodies in passing upon rate questions, and 
considerable publicity has been given to 
the entire utility situation by the hearings 
of the Federal Electric Railways Commis- 
sion, which has given an opportunity for 
discussion of the questions involved by all 
parties concerned. 


Motor Competition 

Another factor of grave importance is the 
increasing competition of motor vehicles, 
which, it is said, forced over 114 miles of 
electric traction systems to be abandoned 
last year. Because they can get along with- 
out an expensive installation such as 
tracks, power-house, trolley-wires, and the 
like, and because their franchise restric- 
tions are comparatively light, their com- 
petition is decidedly dagnerous, and a 
representative body of New York State 
traction men has declared that unless reg- 
ulation of motor competition with elec- 
tric lines is made stricter the latter will 
eventually all have to be abandoned. 
While this is probably an overstatement 
of the case, it points to an element of 


danger that investors will have to reckon 
with, 

This competition is enhanced by the 
“Good Roads” movement, which has at- 
tained more influence now that the war 
is over and road construction is unham- 
pered by war-time exigencies. The better 
the roads, the more effective is motor 
competition, and it has been pointed out 
that the electric railways themselves are 
being taxed to provide good roads for 
their automotive competitors. 

In the public utility division, the elec- 
tricity companies continue to be about the 
only ones enjoying real prosperity. The 
demand for their output is constantly in- 
creasing, especially because of recent dif- 
ficulties in connection with the coal sup- 
ply, and their overhead costs being cor- 
respondingly lessened, their margins of 
profit are high. The dullness in the cop- 
per market, with the downward price 
tendency which has been strongly marked 
in the latter half of the year, and the low 
price of rubber, have made two of the im- 
portant raw materials used in the electri- 
cal industry cheap when most other com- 
modities were becoming dearer. 

There is also less hostile public senti- 
ment in their case than in the traction or 
gas industries, particularly the former. 
So intense is this in some localities that 
the effect of a fare raise is sometimes nul- 
lified by the smaller amount of business 
done, when many people walk or use 
alternative methods of transportation 
rather than pay the increased fares de- 
manded. 

With the exception of the electricity 
companies, the outlook for the public util- 
ities as a whole is far from encouraging, 
and unless some of the suggested plans 
for relief, such as a general impartial 
valuation and determination of fair rates 
adequate for a reasonable return, are 
adopted, the situation may have to wait 
fora definite downward tendency in the 
general price level before prosperity can 
be said to be prevalent in the utilities in- 
dustries, 
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Beginning with this issue we add 
to each article or news item on any 
company, the volume and page of 
the last previous article or news 
on the same company. In case 
this was an extended article, the 
reference will appear in bold type; 
if merely a news item, in ordinary 
lightfaced type. References go 
back to the beginning of the cur- 
rent volume. They will thus be- 
come cumulative with each issue, 
enabling the reader to turn at once 
to previous articles or news items 
back to Nov. 29, 1919. 
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Building Your Future Income 


Harriman’s Formula for 


N this page is given E. H. Harri- 

man’s advice to a young man who 

wished to know how to make money. 
History does not record what Mr. Har- 
riman would have advised if the seeker 
after wealth had possessed the neces- 
sary $5,000. The railroad king’s formula 
would have been interesting. Like 
Charles Dickens’ famous unfinished “Mys- 
tery of Edwin Drood,,” it is not impos- 
sible to look over the erstwhile two-dol- 
lar broker’s earlier methods of making 
money, and make certain deductions from 
the end of his thoughts and actions. 

Let us try and write of the concluding 
chapter of this modern “Mystery of Ed- 
win Drood.” 

What advice was Harriman going to 
give if his man but had the $5,000? 

What does Harriman’s own career 
show? 


HE full story of E. H. Harriman was 

given in THE MAGAZINE oF WALL 
Street under the title “From Two-dollar 
Broker to Railroad Emperor.” The lit- 
tle big man made his own way in the 
world like most ordinary mortals, using 
brains, hard work and push. 

Most people have brains, all can work 
hard, and push is a commodity that is 
obtainable at a discount. 

Harriman made a little and saved 
much; which is also ordinary enough. 

When Harriman got his seat on the 


306 


Making Money—The Importance of Saving Emphasized 


Stock Exchange, it is not knawn whether 
he bought, borrowed, begged or stole it. 
The point is—he got it. 

He got it by saving what he earned. 
Whether he saved enough or less is be- 
side the point. 

Harriman pushed himself and had no 
pull that is known of. Harriman was a 
self-starter from the time the flag went 
up. It wouldn’t be surprising if some 
person, impressed by his zeal, honesty, 
integrity and doggedness, gave his work- 





The late E. H. Harriman, 
amcng other notable achievements 
built up the Union Pacific Rail- 
road from a bankrupt property to 
one of the leading systems of the 
world. During his regime the 
shares advanced from $2 to over 
$200. 

Originally an obscure broker, 
he became a railroad, financial and 
market king: His fame was in- 
ternational. 

Asked for advice on how to 
make money, he readily gave it 
thus: “Take $5,000 and—.” 

“But I haven’t the $5,000!” was 
the disappointed response. 

“Save it, young man, save it!” 
retorted the little big man. 











ing-engine an extra shove. That’s also 
very ordinary. 

Harriman didn’t have “pull.” He didn’t 
need it. He did the pulling and allowed 
others to do the shoving. 

He only earned $2 per trade on the 
N. Y. Stock Exchange, but he saved his 
$2 bills and added more. He eventually 
amassed a fair number by the time he 
looked over the possibilities of the bank- 
rupt Union Pacific property. 

The bankers thought Harriman, his 
Union Pacific, and his $2 bills cne of the 
biggest jokes that ever came to Wall 
Street. Harriman didn’t agree. He 
nursed his pet scheme and backed his 
ideas with more $2 bills. He kept on 
“saving young man, saving—.” 


T’S ancient history that J. P. Morgan 

& Co. turned him down and Kuhn, 
Loeb & Co. turned him up. That’s how 
it goes in life. Harriman’s Union Pacific 
got into “double par” figures and a ten 
per cent dividend. But the pushful little 
man with his gigantic pile of $2 bills, 
which he had saved through thick and 
thin lived long enough to see his brain- 
child sell up from a pup-price to nearly 
$219 a share and an eight per cent divi- 
dend. He lived long enough to see his 
$2 pile increase one hundred fold. He 
lived to see his own prestige and fame 
big enough to give pull to his former 
pushers. He placed the cart before the 
horse by his own convictions, which can 
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be deduced from his advice “Save it, 
young man. Save it!” 
can be seen that Mr. Harriman took 
it for granted that anyone asking for 
advice on making money, had the neces- 
sary capital to start with. His apparent 
dismissal of any doubt on the subject, 
which can be clearly inferred from his 
words “Take $5,000 and —” shows that 
he attached no importdnce whatever to 
the difficulty of having $5,000?” 

His impatient retort was more than 
toned with impatience towards any young 
man who would have nerve enough to ask 
him “How can I make the first $5,000?” 

The plain solution of this alleged prob- 
lem is—there is no way of making money, 
unless you save enough money to make 
it with. 

There is no secret formula for turning 
a man into a dime-bank, any more than 
a dime-bank is a secret itself. 


You've got to put the money in to get 
it out. 

A dime-bank, properly looked after, is 
one of the few things that will ever be- 
come poor. From dimes to dollars: from 
dollars to hundreds: and from that point 
to thousands is only a matter of putting 
them in, 

It’s hard to imagine what other advice 
Harriman could have given under the 
circumstances. The amateur fortune- 
hunter who consulted him had no right 
to expect an easier road to affluence than 
his informant. And the path of E. H. 
Harriman was not exactly strewn with 
roses. Even his dream-rails were actually 
rusty. His Union Pacific while not “a 
streak of rust across the desert,” wasn’t 
far off that description 

Saving gave the Opportunity. 

Opportunity supplied Elbow-grease. 

Elbow-grease polished the rails. 

He saved it, young man, Just saved it! 





The Seven Per Cent Era 


Is Seven Per Cent and Safety a Permanent Marriage?—Post- 
War Influences on Income Return—Builders of Bridges 
During the Six Ages of Investment—Have We 
Over-estimated the Possibilities? 


HE inquiry from a young man of 
thirty-five, having $1,000 cash and 
$100 monthly to invest was the in- 

spiration for the article “Builders of 

Bridges” and the accompanying tables 

and graphs showing how money grows at 

six per cent. The surprising results are 

out of all proportion to expectations. 
Did we overstate the case? 


The Six Ages of Investment 


In dealing with the young man’s case 
we did not attempt to calculate upon 
any other than a conservative six per 
cent. basis. It will be seen, however, on 
reference to the graph under “Six Ages 
of Investment” that this investor is en- 
titled, in the writer’s judgment, to go 
somewhat outside of the six per cent. 
field at his time of life. For convenient 
reference, we reproduce herewith a 
“close-up” of his prerogative. 

If the investor of thirty-five cares to 
follow the writer’s recommendations he 
would secure 

(a) Diversification in his securities 
consisting of units of two bonds, two 
kinds of preferred stocks, and three or 
four types of common stocks. 

(b) The advantage of being able to 
do his shopping in the cheapest markets 
that exist at any given time. This im- 
portant advantage will be explained 

(c) An income return of between 
seven and seven and a half per cent. 

If we are reasonably correct, it fol- 
lows that we have charted the young 
investor’s possibilities along very con- 
servative lines. 

Are we reasonable? 


What Is Safety? 


Although safety is often measured by 
the return on any given security, it is 
not an infallible guide, because “safety” 
is only a relative term, and “absolute 
safety” cannot be guaranteed by any in- 
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dividual, corporation and by very few 
Governments. 

A higher degree of safety exists in one 
security than is found in another—and 
that is as far as one dare make com- 
parisons. 

Securities now yielding seven per cent. 
are as “safe” as when they formerly 





While the writer would not personally 
guarantee the safety of any or all of the 
above, he believes that an insurance com- 
pany would be taking less than an ordi- 
nary risk in doing so. 

A tabulation will be found elsewhere 
showing that the same opportunities exist 
in common and preferred stocks most of 
the time, where the element of risk is 
very little higher. Consequently a seven 
per cent yield should be procurable most 
of the time, all along the line. 

Shopping in Cheap Markets 

The further point emphasized under 
the “Six Ages of Investment” plan is the 
advantage of being able to secure new 
goods at shop-soiled prices, almost any 
business day between 10 a. m. and 3 p. m. 
The market for stocks and bonds is like 
a huge department store, and “the Street” 
classifies it into three main floors: indus- 
trial stocks, rails, and bonds. 

There’s a bargain sale going on in some 
one department all the time, but the 
counters in that particular department are 
piled high, in unattractive fashion—and 
the casual passer-by naturally regards the 
whole as a junk-heap. He doesn’t want 
them at any price. 

These are the railroads and coppers 
just now. 

The high-priced goods are on the main 
floor, nearest to the high-priced limou- 
sines and bankrolls on the street. The 
crowds are thousands deep round the at- 
tractive windows, and everybody scram- 
bles for the expensive gew-gaws at any 
price. They are so well displayed and 
well nigh irresistible. 

These are the industrials, motors, oils, 
tires, and other novelties, 

On the top floor will be found the out- 








TABLE I—BONDS YIELDING OVER 7 PER CENT 


Colorado Industrial Ist 5s............... 
Chile Copper Coll. Conv. 6s.............. 
Computing Tabulating and Rec. S. F. 6s... 
Chesapeake & Ohio Conv. 444s............ 
N. Y., Chicago & St. Louis Deb. 4s........ 
Chicago, R. I. & Pac. Ref. 4s............. 
Chicago and Western Indiana Cons. 4s..... 
T eee CIR, Ghee cc ccccecsence 
SE, Wicca wedcececccuceess 
Denver & Rio Grande Cons. 4%s.......... 
Rio Grande Western Ist 4s............... 
St. Louis, Iron Mountain & Southern Ref. 4s........ 
St. Louis, Iron Mountain & Southern Gulf 4s........ 





yielded six. Inflation has boosted the 
interest return without causing any 
change that afiects the basic worth of 
good securities. The investor of thirty- 
five is justified in expecting seven per 
cent. plus “safety” without inquiring 
whether this extraordinary marriage is 
going to end in the divorce court ulti- 
mately. If seven per cent. is a war- 
bride, she is going to prove profitable to 
those who court her now. 

How long these conditions will last no 
one can foretell, but to illustrate the 
point that only nominal “chances” need 
be taken to secure the coveted seven per 
cent., the following list of bonds will 
illustrate some of the opportunities that 
exist. 


Yield to 
Maturity 
Maturity Price About About 

jneadseens 1934 7 75 
by dine shied 1932 9044 7.1 
RR eo 1941 87% 7.1 
piewleteas 1930 78% 75 
Hineneenee 1931 73 72 
Sebbetrees 1934 69% 14 
Cateeuinen 1952 62% 7.1 
ah ier nei 1925 94 72 
piaaaetinin 1929 99% 7.1 
panewenees 1936 69% 8.0 
iiaeaticeet 1939 65 8.1 
1929 73 85 
1933 69% 8.0 

of-season goods that no one but the 


crank, or elderly connoisseur with horn- 
rimmed spectacles wants to look at. 
These goods are regarded as passe, and 
must be sold for what they will bring. 

These are bonds. 

This state of things proves that not 
every security sells high at the same time, 
and that the investor who wishes to di- 
versify can secure part of his lines in 
cheap markets most of the time. This 
method helps him to get seven per cent 
and safety. 

“Builders of Bridges” clearly under- 
estimates the saving power of money. 

There is still a further important angle 
to the situation that the younger investor 
cannot afford to overlook. 
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TABLE II—TEN STOCKS THAT HAVE PAID LARGE DIVIDENDS 


Regular divi- 
dends per 
share have 
averaged 


“Extras” 
have 
averaged 


Special 


(annually, (annually, large distributions— 
Com 10 — 10 — Approximate per share oy 7 
20 0 


Standard Poi Sy ditacesstannen 


Standard Oil (Ind.)............ 
Swift & Co 
United Cigar Store 


United Shoe Machine (Par$25) 2 
United Gas Improve. (Par$50) 3 
Texas Company 10 
General Electric Co 


Wells Fargo & Co 


Sears Roebuck & Co 


1911—-Stocks in 33 
companies—$1,000 
1912—$2,900 200 945 
“Rights” $150 5% 175 
1909 — Reorganized — 
Special distribution 
$900 a share—“Rights” 81% 255 
U. P. Shg. Co. worth 
$8. 
Stock and cash about 36 90 
$50 in value 
“Rights” $50 53 175 
1910—$50 
“Rights” $60 
" 1919— “Rights” $70 
1902—$6634 
1913—$30 
“Rights” about $30 
1909—Cash $100 
Stock $200 
“Rights” $150 
1911, 1915 & 1917 stock 
dividends 3314%, 50%, 
25% (total value about 
$185—$200 a share) 








Innumerable opportunities occur during 
an investment lifetime to purchase the 
securities of growing companies whose 
dividend disbursements are relatively 
small, but whose possibilities for growth 
and expansion are out of proportion to 
their capitalization. These opportunities 
occur not only in common stocks but also 
in preferred stocks and sometimes in 
bonds. In these cases, while the income 
is in theory nothing extraordinary—from 
5% to 7 per cent—the great profits lie 
in (a) periodical recapitalizations; (b) 
stock dividends (c) rights to subscribe 





for new stock at prices substantially 
lower than prevailing market levels; (d) 
rights to subscribe to other preferred 
stock or bond issues of the same cor- 
poration, at prices below the market; (c) 
profitable convertible privileges of pre- 
ferred stocks, convertible bonds, or rights 
attaching to “warrants” that sometimes 
go with bonds (the latter a modern form 
of financing). 

A whole book could be devoted to this 
one subject alone. The writer would 
hesitate to write such a treatise, as the 
profits in early investments in stocks and 





TABLE III—STOCKS THAT HAVE SIMILAR POSSIBILITIES 


No. of common 
shares 


American Car & Foundry 
American Locomotive 

American Sugar Refining 
American Brake Shoe & Foundry 
E. I. Du Pont de Nemours 
General Electric 

General Chemical 

Goodrich 


International Paper 
International Harvester 
Lacka 
Liggett-Myers 
orris & Co. 
National Enamel & Stamp..... 
National Biscuit 
National Lead 


TEEN Scncdinsciacoutece< gcedea 


200,000 


Surplus Total 
per share surplus 
$104 $31,324,521 
87 21,841,073 
47 21,383,433 
211 
116 
44 
103 
51 30, 619,987 
101 20,717,356 
95 19,104,764 
85 68,036,663 
96 33,771,280 
87 18,839,393 
1,760 52,823,864 
45 7,158,523 
60 17,761,785 
78 16,659,907 
65 6,595,667 
74 23,822,652 
76 10,362,651 
258 87,509,465, 
214 4,295,556 
146 110,028,634 
12,507,184 
466,888,421 
35,040,154 
24,109,233 
40,134,939 
19,789,232 








bonds of some of these corporations have 
been so great that a recital of only a por- 
tion would be further material for the 
get-rich-quick market letter artists to en- 
courage investors to place their money in 
other unseasoned issues—which as a class 
the author does not usually favor with- 
out expert investigation. 

There has been a flood of new securi- 
ties during the past three years: the 
locks have been thrown wide open and 
the word to the engineers at the spillway 
has been “Let her go.” Of course, a pro- 
portion have made good, but the great 
bulk of new issues must eventually seek 
their proper plane—which is well below 
the water-level. Large paper profits will 
eventually be tied up in some of these 
new friends, which may find a slender 
market when the real selling commences. 

The best policy is to stick to standard 
goods with an established trade-mark, so 
far as majority of funds go. 
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There may be others eventually in the 
class mentioned in Table II. Right now 
there are some available, mentioned in 
Table III, which, if the past is a prece- 
dent, ought to make good eventually in 
a somewhat similar manner. 

Where the investor can chose rightly, 
with very ordinary kind of “luck” he 
ought to be able to improve upon “Seven 
Per Cent and Safety,” and be another 
Builder of Bridges who will be able to 
testify that we did not overstate our case 
in claiming that “Financial Independence 
at 50” is possible to a Nation of intelli- 
gent investors—to whom this is directed. 


General Tripp On 
Public Utilities 

“Street car companies cannot live under 
present conditions. 

“The individual investor generally takes 
the advice of his banker and the bankers 
are thoroughly informed as to the situa- 
tion and are alarmed over it. The value 
of securities has been melting away like 
snow under a summer sun.” 
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PAYING INCOME TAXES IN NEW YORK 


The size of the income tax is one measure of success. 


By taking advan- 


tage of the suggestions in this department, the thoughtful man will 


increase his future income 


Points Income-Builders Should Know 


Brief Explanations of Terms Frequently Met in Financial 


and Investment Literature 


Accumulated Dividends 


HIS term usually applies to divi- 
dends on cumulative preferred stock 
which have been passed, because of 
the inability of the company to pay. Div- 
idends on most preferred stocks are 
cumulative, and as each one is passed 
they pile up and count against the good 
record of the company. Accumulated 
dividends are usually either paid in full 
or a compromise is affected with the 
stockholders whereby a certain amount 
of the accumulated dividends are paid. 
However, the company is not obliged to 
pay back dividends, and a stockholder has 
no legal redress should it refuse to do so. 
The fact that accumulated dividends 
exist does not always mean that the com- 
pany is in a bad way financially. A com- 
pany may pass a dividend because of a 
desire to put back its earnings into the 
business and thus increase its working 
capital. 
Assessment 


This is the exact opposite of a divi- 
dend. Instead of the company paying to 
its stockholders, it requires its stockhold- 
ers to pay it a certain sum of money, 
the amount determined by the size of the 
assessement and the amount of stock 
held. This action is usually taken when 
the company is in financial difficulties or 
when it is being reorganized. However, 
it can only levy an assessment on stock, 
the certificate of which expressly states 
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that it is assessable, except in the case 
where the holders of a non-assessable 
stock meet and decide that for the good 
of the company an assessment must be 
paid. Should a stockholder refuse to 
meet the assessment, he runs the risk of 
having his stock cancelled and declared 
worthless. If a company reorganizes and 
in order to do so, levies an assessment, 
all persons refusing to pay the assess- 
ment are left out of the reorganization 
plan until all others have been taken 
care of. 


Books Close 


Sometime prior to the payment of a 
dividend, a date is set when the transfer 
books are closed, so that the holders of 
the stock on that day receive the divi- 
dend. Transfer books are usually closed 
just before a stockholders’ meeting, so 
that all holders of the stock at that time 
may vote. The books are then opened 
just after the dividend is paid. The 
books may be declared closed not only to 
vote on the payment of a dividend, but 
also to vote on anything that may arise 
and needs the vote of the entire mass 
of stockholders. 


Corner 


A condition existing when certain op- 
erators have succeeded in obtaining all 
or most of all the available stock of a 
company. When this has been accom- 


plished these operators can move the 
stock to suit themselves. Speculators 
who are short of the stock and are un- 
able to buy or borrow it, must settle with 
the buyers. or those who have cornered 
the stock, at the best terms obtainable. 


Dividend 


A dividend is a return received by a 
person holding a certain stock, which is 
usually taken out of net earnings of the 
company. Sometimes, however, the divi- 
dend is not earned and it is then taken 
out of the surplus or sometimes the 
working capital of the company. If a 
company makes a practice of paying divi- 
dends which have not been earned, it 
may be classed as unconservative and the 
buying of its stock a highly speculative 
venture. The prosperity of a company 
may sometimes be determined by the 
number of times it earns its dividend re- 
quirements. 


Income Bonds 


These bonds are also often called “ad- 
justment” bonds. The interest is pay- 
able, if earned, out of income or net 
earnings after all other prior obligations, 
such as mortgage bonds, have been satis- 
fied. However, they are prior to pre- 
ferred stock and the interest on income 
bonds must be paid before dividends can 
be paid on preferred stock. After the in- 
terest on mortgage bonds has been paid, 
if the remaining part of the net earnings 
permit it, the interest on the income 
bonds is then paid. Otherwise the inter- 
est is defaulted, or unpaid. 

These bonds are junior liens on prop- 
erty which bears other mortgages. When 
the mortgage bonds on certain property 
have been satisfied, the property is then 
covered by the income bonds. 


Registered Coupon Bonds 


A bond, the principal of which is 
registered in the name of the owner and 
payable only to him. These bonds, how- 
ever, bear interest coupons which are 
payable to bearer and are thus negotiable. 
The bond itself is not negotiable and can 
not be turned over to any other than the 
registered owner without recording the 
action with the company, on whose prop- 
erty the bond is a lien. The interest, 
however, can be paid to anyone who 
holds the coupon at the time of pay- 
ment. The registering of the bond in the 
name of the owner is a precaution which 
is often taken to guard against theft. 

Scrip Dividend 

This is a dividend which is not paid in 
cash or stock, but in a due bill or scrip 
which represents a call upon the company 
issuing the scrip. at the time the scrip be- 
comes due. This form of dividend is 
usually resorted to when the company 
has not the cash to pay a dividend with, 
and does not wish to pay the dividend 
out of working capital. At the same 
time the company does not wish to dis- 
appoint its stockholders, so it therefor 
issues scrip which signifies that at the 
time stated on the scrip the company will 
pay the bearer a certain amount of 
money representing the dividend. Scrip 
is very often traded in, especially when 
the time approaches for its payment. 
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Limited Payment Life Policies * 


The Advantages of a Form of Insurance Combining Saving 
with Protection 


By RAYMOND C. ELLIS 


HATEVER may be said of the 

advantages of the various life insur- 
ance contracts now on the market, the 
Limited Payment Life Policies are un- 
doubtedly the most popular with the pub- 
lic, and comprise one of the largest fields 
of life insurance. 

Limited Payment Life Policies contain 
certain fundamental characteristics which 
make them very attractive to the average 
- individual. The face of the policy is pay- 
able upon death, but the premiums are 
limited to a definite number of years— 
usually ten, fifteen, twenty, twenty-five, 
or thirty. These premiums are, of course, 
higher than those on the Ordinary Life 
Plan and the cash or surrender values 
proportionately larger. When the prim- 
iums cease and the policy becomes paid 
up, the insured has the option between 
continuing to be insured for the face of 
the policy for the remainder of his life, 
or of surrendering his policy by with- 
drawing his cash value, thereby cancelling 
his insurance. In a few companies there 
is a third option. 

The majority of people when buying 
anything—whether it is a house, a piano, 
or a life insurance policy—like to feel 
that at the end of a certain, stipulated 
period of time their part of the contract 
will be finished. This is particularly true 
of young men and generally true of 
everybody. It is in this important re- 
spect that the first great feature of these 
policies is found: the premiums are pay- 
able for a definite number of years and 
no longer. 


Combine Saving and Protection 


But the Limited Payment Life Policies 
have a second cardinal feature which has 
immeasurably added to their popularity: 
they combine saving with protection; that 
is, if the insured so elects. This right 
of the insured to “elect” to surrender his 
policy for its cash value at the end of 
fifteen, twenty, or thirty years, as the 
case may be, is of the greatest practical 
value. No one can safely judge the con- 
ditions under which they will be living 
twenty years in the future. A guess is 
just as apt to be wrong as right. A young 
man twenty-one years of age, unmarried, 
with no dependents may, and probably will 
be married with a family at forty. On 
the other hand a married man of thirty 
may be a widower at forty-five. The 
wealthy business man who take life in- 
surance for business purposes may meet 
with reverses, lose his business, and need 
cash rather than an insurance estate fif- 
teen or twenty years later. In other 
words, the future is uncertain; circum- 
stances change during the years, and the 
Limited Payment Life Policies provide 
for the uncertainty of future conditions 
by giving the insured options at the end 
of the premium payment period. 

By means of these options, the insured 
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is enabled to decide as to the ultimate 
disposition of his policy twenty or thirty 
years after it is obtained, at a time when 
he is ‘in a position to decide what his 
needs then are. 

As under the Limited Payment Life 
Plan policies may be written from one 
year to even thirty or more, it is im- 
possible to consider each policy in detail 
in this article. If the value of an insur- 
ance contract is to be judged by the 
number of people who select it from 
among all the other types, the Twenty 
Payment Life would in all likelihood be 
given first honors. It is safe to say that 
there are more Twenty Payment Life 
Policies written than any other form of 
policy. Experience seems to have proved 
twenty years to be the most advan- 
tageous period of time over which to 
have premiums payable. This policy has 
therefore been chosen as a model for the 
Limited Payment Class to illustrate the 
principal characteristics of these policies. 

In one of the mutual companies the 
premium on $10,000 Twenty Payment 
Life at age thirty (30) is $328.70. This 
is, of course, reduced by yearly dividends, 
unless the insured elects to leave them 
with the company to accumulate at com- 
pound interest or to buy more life 
insurance. 


Deposit Creates Large Estate 


The estate of $10,000 is created on the 
first deposit. The insured may not live 
throughout the first year. In event of 
death, however, the entire face of the 
policy is immediately paid to the bene- 
ficiary. The American Experience Table 
of Mortality shows that 720 out of every 
85,441 men who take an insurance policy 
at the age thirty will die within the first 
year, and a larger proportion each year 
for the next nineteen years. 

Assuming as a condition precedent that 
the insured is going to live at least 
twenty years, he will have deposited on 
his $10,000 policy a total, gross amount 
of $6,574. (This does not take into con- 
sideration any dividend reductions what- 
ever, which would amount to a material 
sum in any mutual company.) After 
deducting the annual dividends which 
have been received over a period of 
twenty years, the met amount actually 
on deposit with the company would be 
considerably under $6,000. The insured 
is now fifty years of age. He is in a 
position to decide what he needs at fifty. 
Tf he was unmarried with no dependents 
at thirty, he may be married with a 
family now, or have business relations 
which require insurance protection that 
he did not have twenty years before. On 
the contrary he may have had a 
mother, sister, wife or business for whom 
or for which he originally acquired the 
policy. His dependents may have pre- 
deceased him, or his business have been 


ruined. The options on the Twenty 
Payment Life are at this time very valu- 
able. The insured can take at his 
election : 

Option No. 1. A paid up policy for 
$10,000. This will be selected if he still 
needs life insurance. This sum is pay- 
able on death, but there are no more 
premiums. It can readily be seen that 
as the insured has only deposited a net 
sum of a little more than half the face 
of the policy in all the twenty years, dur- 
ing which time the company has been on 
the risk for $10,000. 

In addition to this, the insured, al- 
though he has no premiums, continues to 
receive annual dividends on the paid up 
policy as long as he lives. These are 
payable to him in cash, or may be used 
to purchase additional life insurance, 
thereby materially increasing the face of 
the policy beyond $10,000 every year 
that the insured lives. 

Option No. 2. Draw in cash the guar- 
anteed surrender value of $5,522. In 
selecting Option No. 2 the insured, when 
his dividends ‘are taken into considera- 
tion, takes back in cash approximately 
what he actually put on deposit during 
the twenty years—thereby treating the 
policy as a savings fund at this time. He 
has had the benefit of $10,000 insurance 
for twenty years and approximately gets 
his principal back—possibly with a slight 
addition. 

There is also a third option which is 
peculiar to a few companies. It is called 
the Endowment Option, and permits the 
insured to exchange his policy for an 
Endowment, without a medical examina- 
tion. Under this option the insured con- 
tinues to deposit the same premium for 
nine years longer (this varies at dif- 
ferent ages). During this nine years he 
is still insured for $10,000 and at the end 
of this time draws in cash a guaranteed 
sum of $10,260, plus any dividends he 
may have left to accumulate during the 
twenty-nine years. 


Advantages Are Many 


The Twenty Payment Life Policy, the 
principal parts of which have just been 
outlined, is a fair model for all Limited 
Payment Life Policies. The advantages 
of this plan of life insurance cannot be 
overestimated or denied. It is true, how- 
ever, that a number of individuals select 
this form of insurance when the Ordinary 
Life or some other contract would more 
adequately supply their needs. But the 
natural desire to finish all premiums at 
a definite time, coupled with the high 
surrender values which permit the in- 
sured to get back a substantial amount if 
necessary, present a strong appeal. This 
appeal is strong not only to the young 
man of twenty-five who feels that he re- 
quires protection now, yet at the same 
time desires to create a cash estate for 
himself at age forty-five—if he needs it, 
but also to the older man who is 
anxious to have his life insurance all paid 
up around age sixty or sixty-five before 
his earning capacity begins to decline. 

An early article will be on Endowment 
Insurance. A Question and Answer De- 
partment is being established. Please 
address any questions to Insurance 
Editor, THe MaGAzIne or WALL STREET. 
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Investors’ Indicator of Public Utilities 








the year in dellars per share. 


Amer. Power & It _ ane 66 
ee,’ a, ewes nee 06 Peis 10 


Amer. Tel. & Tel...... 124 96 
Am, W. W. & El., Ist pfd. .. 
Bklyn Edison ......... 131 


Bklyn. Rapid Transit... 94 


Cities Service 


Columb. Gas & Elec.... 65 
Com. Pr. Ry. & Lt..... 
Cons. Gas of N. 


Detroit Edison 
Detroit Unit. Ry 
Laclede Gas 


Mackay Co. 


Montana Pr 
North Amer. Co. 


North. States Power. ... 


Ohio Cities Gas......... 
Pac. Gas. & Elec 


Pac. Tel. & Tel........ 44 
People’s Gas Lt. & Coke.118 
Phila. Co. 

Pub. Serv. Corp. N J... 


Rep. Ry. & Lt.......... 
So. Cal. Edison......... 89 
Stand. Gas & Elec., pfd. 


Third’ Ave. 
Twin City Rapid Transit 90 


ee: EA. B Bisaccsense an 
Unit. Ry. Inv., pfd..... 39 
Western Power, pfd.... 


Western Qnion Teleg.. .105 76 


+Stock extra 2% per cent. 

$1919—12.15. 

$1919—S.80. 

*Par reduced from $100 to $25 in 1916. 
a Stock extra 93 per cent. 

b Dividends accumulated 12% per cent. 








Present 
Recent Div. 
Company Date Price Rate 


Amer. Lt. & Trac - rie 193 10+ 


4 
0 


Yield 
on 
Recent 

Price 


5.2 
6.1 
0.00 


8.3 


The dividend rate given covers regular declared dividends on yearly basis. 
in the comment column on the right, which also summarizes important price-affecting facters. 
dividends and the last reported sale or bid price before going to press. 


Extra or stock dividends are noted from time to time 


-—-Dollars Earned Per Share— 


1915 
24.62 
4.21 
3.83 


9.09 
9.57 
11.66 


7.40 
15.27 


1916 
25.66 
6.37 
5.35 


9.61 
10.18 
11.88 


7.53 
36.74 


2.31 
8.80 
8.99 


14.61 
23.05 
11.21 

5.36 


8.52 


7.26 


1917 
20.98 
4.57 
7.18 


9.65 
12.96 
8.81 


6.97 
60.73 


5.87 
5.77 
7.14 


10.28 
14.50 
8.58 
6.35 


7.08 


1918 
14.43 


Earned 
Last 
Fiscal 
Yr. on 
Recent 
Price 


7.42 


The yield on price is based on regular 


A minus sign before earnings’ columns indicates a deficit for 


INTENDING PURCHASERS §s should 
read all notes carefully and consult “Fi- 
narcia!l News and Comment.” We 
gladly answer all inquiries of yearly 
subscribers. 


Cash dividend well secured. 
Net improving; well-managed. 


Suffering from high costs; business ex- 
panding. 


Officials maintain dividend secure. 
Doing fairly well despite higher costs. 


Margin above dividend narrow; outlook 
should improve. 


Expect relief to come ultimately 


Maintains high ratio earnings and de- 
velopment. 


Helped by oil and natural gas. 
Net and property expanding. 


Handicapped by high costs, but strongly 
protected. 


Large equities; management conservative. 
Helped by fare increases. 
Rate increases should “turn corner.” 


Dividend not earned by wide margin; 
heavy investments. 


Set back temporarily. 


Good properties; traction situation ad- 
justed. 


Promising property capable of high de- 
velopment. 


Oi) developments dominant; big equities. 


Large assets; expanding and promising 
property. 


Earnings holding up well. 
Has probably seen worst. 
Growth continues; good oil prospects. 


Directors conserving resources, dividend 
passed. 


Affected by increased costs. 
Promising property doing well. 


Back dividends liquidated; preferred now 
on regular 8% basis. 


Very uncertain position; bus competition 
serious. 


Earnings improving; plan new franchise 
and higher fares. 


Good earner and promising property. 
Long range outlook improving. 


Operates important growing territory; 
Cities Service subsidiary. 


Business expanding substantially. 
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Copper Outlook for 1920 


Red Metal Producers Expect Banner Year—Elimination of Speculators Planned As Market 
Policy—Upward Price Tendency—Much Expected of Foreign Trade 


667,.ROM all indications, 1920 should 

be as good a year for the in- 

dustry as 1919 has been a bad 
one,” said a representative of a leading 
copper interest when asked for his 
opinion of the future of the metal. Op- 
timism, in fact, was the characteristic 
tone of all the copper men who have 
expressed themselves, although at the 
present time conditions are far from 
reassuring. As we write, copper is sell- 
ing on the average only two cents a 
pound above the cost of production as 
figured by the Federal Trade Commis- 
sion; business is far from active at 
home, although the beginnings of a 
buying movement are discernible; for- 
eign orders are hindered by credit 
difficulties and a severe exchange handi- 
cap, and the surplus stocks on hand are 
among the largest in the history of the 
industry. 

Impressive as these adverse factors 
may seem, the current optimism is ap- 
parently quite justifiable. The real rea- 
son for the dullness of copper this year 
has been the cumulative effect of a 
number of transient causes. First was 
the cancellation of orders by the Gov- 
ernment after the armistice, and its re- 
quest that for safety’s sake the mines 
keep on producing even though war- 
time needs had passed. This was kept 
up for some two months after the 
armistice, resulting in an increased 
surplus supply of refined copper, as the 
domestic demand had not revived suffi- 
ciently to remove the new production 
as fast as it appeared. 

Next came the request of the Govern- 
ment that the copper producers help it 
get rid of excess Government stocks 
through their own organization, as 
otherwise the great stocks, of over 
250,000,000 pounds, would have been 
dumped on the market, thus depressing 
the price to uneconomic levels. While 
this supply was being absorbed, the 
new production of the mines naturally 
had to accumulate, as domestic demand 
was sluggish and foreign buyers were 
at the same time disposing of the sur- 
plus of their respective Governments 
in the same way as ours. 

About this time, apparently, the 
policy of reduction of output in the in- 
terests of price conservation were re- 
laxed to some extent; in any case, the 
surplus, now well above 1,000,000,000 
pounds, was slowly being added to. 
Buying on the part of Japan helped 
stimulate the market, and also to a 
lesser extent neutral and English de- 
mand, and as a result prices moved 
steadily upward, from about 16 cents 
early in June to some 23 cents a pound 
in August. 

At about this time there was a sudden 
lull in the demand, and at the same 
time it was noticed that large quanti- 
ties of copper were still being offered, 
with increasingly large concessions to 
stimulate buying. It thus became ob- 
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vious that .a large-sized speculative 
element had entered into the previous 
buying, on the expectation of still 
higher prices, and that the holding of 
metal in these hands were so weak as 
to be dislodged at the first appearance 
of a check in the market. 

This has led to the adoption of an 
informal policy, it is understood, among 
copper producers, that for the future, 
as far as possible, they will not sell to 
speculators, with a view to eliminating 
some of the uncertainty of present con- 
ditions. As things are, there are really 
two markets and two sets of prices, 
which may be considerably apart, the 
quotations named on the Metals Ex- 
change and the “outside” prices named 
by the speculative group. If plans now 
considered are carried out, this state of 
affairs will be done away with next 
year. 

Copper in Foreign Trade 


The export trade has always been 
counted on to absorb a considerable 
part of the production of this country, 
usually some 60 per cent. of it being 
sold abroad. With exports handicap- 
ped as they are by exchange premiums 
of varying size on the American dol- 
lar, and the prevalent unwillingness to 
grant long-term credits, demand from 
this source has naturally decreased to 
a large extent. At present, foreign 
purchases are handled by the Copper 
Export Association, formed under the 
Webb law to permit of combinations of 
competing producers for purposes of 
foreign trade. This company is com- 
posed mostly of the producers, though 
some dealers are also members. 

Copper exports are financed by short- 
term sight drafts on American banks, 


IN A COPPER MINE 
The machine drill is eating its way into 
the rock preparatory to blasting 
operations 


running from 3 to 10 days, and it is 
stated by men in the industry that no 
plan for the granting of credits will be 
considered apart from a general plan, 
such as that contemplated under the 
Edge Act or the Warburg or Davison 
plans, for the stimulation of exports in 
general. The need for such action is 
shown by the fact that foreign govern- 
ment surpluses have about been ex- 
hausted by now, as Europe’s industries 
have begun to revive, and the growing 
demand for copper has compelled a cer- 
tain amount of buying even under the 
disadvantageous conditions now pre- 
vailing. 

Japan is still one of the large im- 
porters of our copper, and is expected 
to remain one during the coming year, 
and England has already begun to in- 
crease its purchases. Germany, whose 
buying used to be one of the great 
market factors before the war, is under 
a greater handicap than almost any 
other European nation because of the 
extent to which the mark has depreci- 
ated, both in intrinsic value on a gold 
basis and because of the unfavorable 
balance of trade against Germany. 
This situation is expected to be greatly 
improved during 1920, and in any case 
Germany is said to have the most se- 
vere copper shortage of any of the Eu- 
ropean nations. The metal is invalu- 
able to her industrial expansion, which 
will have to be accomplished on a large 
scale to overcome the crushing burden 
of debt now resting on her. 

In general, copper men believe that 
the further reconstruction goes during 
the coming year, the greater will be 
the demand for copper. In this cén- 
nection they are inclined to look for- 
ward eagerly to the signing of the 
Peace Treaty, whose delay, they be- 
lieve, has done more than any other 
single factor to hold back the market 
for copper. 

The market for silver is intimately 
bound up with that for copper, as the 
larger part of the silver now produced 
is a by-product from the copper mines. 
Hence the more copper mined, the 
more silver produced, and since this 
by-product helps considerably in cut- 
ting down the production cost of cop- 
per, much is expected from this source 
in increasing the margjn of profit in the 
copper industry. 

Another reason why the industry 
should be more profitable next year has 
been pointed out by a copper man. 
During the period of low production, 
most of the operating staffs of the 
mines were retained, being used for de- 
velopment work. As soon as an active 
demand for copper asserts itself, there- 
fore, large new ore bodies, already 
blocked out and ready for extraction, 
will be on hand, and their overhead 
cost will be decreased proportionately 
as more copper is mined. The o 
for copper for 1920 is decidedly hopeful. 
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The Boston Coppers 


Calumet & Arizona, Calumet & Hecla, Copper Range, East Butte, Old Dominion and 
United Verde Extension—Pertinent Comment on Their Long-Range Outlook 


VER the years, Boston has truly 
been the home of the coppers as of 
the railroads. New York has lately 

stepped in and taken away from Boston 
the financial control of the carrying and 
communication lines, whose policies Bos- 
ton formerly dictated, and to a consider- 
able degree the same thing has occurred 
with regard to her interest in mining. 

The market and the principal owner- 
ship of the great porphyries, of United 
States Smelting and of several other 
prominent mental-producing enterprises, is 
today in New York, but Boston is still 
the headquarters for some of the most 
substantial copper producers. 

Having been asked, on behalf of read- 
ers of THE MaGAziIne or WALL STREET, 
to discuss five or six of the leading 
Boston. coppers, I am pleased to present 
a few figures and facts on a half-dozen 
companies, but there are unquestionably 
a number of others whose issues repre- 
sent accomplishments and possibilities al- 
most if not quite as interesting from the 
standpoint of those who commit funds in 
mining-company shares. 

Viewed in a broad way, however, prop- 
ertywise*” and from the standpoint of 
financial ability, management and free- 
dom from apex or other litigation, there 
are perhaps no more attractive issues in 
this list than the following six stocks, 
whose present prices, with comparisons 
with former years, are shown in the little 
table below: 

Income of these companies for 1919 is 
not yet available for publication. Some 
of them carry a sizable amount of re- 
fined but unsold copper, holding back 
profits, and the tax levies against the past 
year’s operations remain to be deter- 
mined. But, in the light of indicated 
conditions affecting each stock, certain 
conclusions can accurately be drawn as 
regards its long-pull value. 


Calumet & Arizona 


Calumet & Arizona Mining Co. has 
two advantages that other coppers do not 
have together: The stock enjoys a mar- 
ket on both New York and Boston Stock 
Exchanges, and the company’s investment 
is divided between an old-established vein 
property and a large tract of low-grade 
ore. A porphyry, or low-grade deposit, 
such as that at Ajo, Arizona, owned by 
the New Cornelia Copper Co., in which 
the Calumet & Arizona has rather over a 
two-thirds stock proprietorship, comes 
the nearest to being a manufacturing 
proposition that a mining enterprise can. 
For by drilling and other means ore re- 
serves can be plotted and future profits 
estimated therefrom. The New Cornelia 
Co., unlike some of the larger porphyries, 
has no controversy with Minerals Sep- 
aration Co., from which it has from the 
start had a license. : 

Officially indicated ore of the New Cor- 
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nelia includes 51,320,000 tons, averaging 
about 1.58% copper, and of which 41,- 
219,000 tons are sulphide. Most of these 
enormous ore reserves can be steam- 
shoveled, but the lower sulphides will be 
mined by shaft. Comprehensive facili- 
ties are being provided for treating both 
classes of ore. Operating results, with 
the aid of a new leaching plant, have 
shown about the same cost per pound of 
copper for rising 4,000,000 pounds’ month- 
ly output as for the corresponding Calu- 
met & Arizona production. 

Whereas the parent company’s older- 
worked Mammoth mine, at Bisbee, Ari- 
zona, is nearing the years of exhaustion, 
New Cornelia has been producing for 
less than two years and has barely begun 
to show its stride. This subsidiary com- 
pany may eventually be merged with the 
Calumet & Arizona, and in any event will 
expand production up to that of itself plus 
that now turned out by the older prop- 
erty as the ore-body remaining in the lat- 
ter finally peters out. 

The two companies together, producing 
copper among the cheapest in the world, 
are at present capable of readily turning 
out 100,000,000 pounds per annum. On 
their combined capitalization, that repre- 
sents about 13% cents per pound. In 
comparison, the companies in the above 
table show capitalization per pound of 
their record year’s output to date as fol- 
lows: Copper Range, 21 cents; East 
Butte, 24 cents; Old Dominion, 22 cents. 
All the companies in the table are low- 
cost producers, yet the contrast is in fa- 


vor of the Calumet & Arizona combina- 
tion, except for the cases of the Calumet 
& Hecla, which, exclusive of subsidiaries, 
has a capitalization equal to only 4% 
cents per pound of its record yearly pro- 
duction, and of the United Verde Exten- 
sion, whose extraordinarily low capital- 
ization figures less than a cent a pound 
when compared with its production rec- 
ord. 

The progressive character of the man- 
agement of Calumet & Arizona is reflected 
not only in its splendid development of 
the New Cornelia, but also in the present 
exploratory work on a prospect of some 
760 acres adjacent to the United Verde. 
Extension—the Gadsden, which is owned 
chiefly by the Calumet & Arizona. 

Lake Superior mining interésts are be- 
hind Calumet & Arizona, and its stock 
has been largely held in Michigan. In- 
come figures are published but once a 
year, but in the leanest twelve-month 
(1914) of the 10 years ended with 1918 
the company showed $5.03 per share, and 
of $83.65 per share, of which only $57.74 
was paid out in dividends. The decade 
for that entire period reported earnings 
closed with net working capita) $7,964,000, 
or $12 per parent company share, not- 
withstanding recent years’ total expendi- 
ture of probably over $6,000,000 in pur- 
chase and development of the New Cor- 
nelia proposition alone. Even the minor- 
ity shares of the New Cornelia sell today 
on Boston Stock Exchange at a price 
corresponding to over $38 per share for 
Calumet & Arizona stock. New Cornelia 
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has paid an initial dividend, and from 
now on should be profitable to the parent 
company. 

In returns to shareholders, Calumet & 
Arizona has itself proved a leader among 
metal-producing companies, with $42,293,- 
000 dividends to date. It is pointed to as 
fine evidence that when a mining com- 
pany becomes successful the par or face 
value of its shares is of little consequence 
as a measure of dividends, though it 
marks the maximum subscription by 
shareholders. Incorporated as lately as 
1901, the aggregate of Calumet & Ari- 
zona’s disbursements have equaled about 
$109 per share, or nearly 11 times the face 
value ($10) of each share. 

The dividend policy has recently been 
somewhat irregular, quarterly payments 
in 1919 having been consecutively $1, 50 
cents, $1, 50 cents, but the management 
may be relied on to do as well as it con- 
sistently can by the shareholders; and 
the stock is undoubtedly today selling 
cheap. 


Calumet & Hecla 


One worth-while mining issue that has 
for years been inactive is the stock of the 
Calumet & Hecla Mining Co., and the 
low capitalization, with consequent high 
share price, will probably continue to de- 
prive the stockholders of this company of 
profits that arise from the market fluctua- 
tions incident to companies that are cap- 
italized more closely in accord with their 
p-operties’ value. The 100,000 Calumet & 
Hecla shares, of $25 par each have com- 
manded so high a price that they have 
not in rising markets afforded a good 
medium for trading, and thus have not 
given holders the benefit of price-ad- 
vances commensurate with those of other 
stocks. 

Offsetting such handicap, this premier 
Lake-district enterprise has in its 49-year 
career made a dividend record that is 
second in mining annals only to the Ana- 
conda’s, and the stock of the Calumet & 
Hecla Co., with its rich mines and mining 
investments, cannot fail to be of great in- 
trinsic worth for years to come. 

If aligned with modern practice, the 
company would be reorganized to include 
its subsidiaries, effect further operating 
economies and freer development of sev- 
eral of the mining tracts, and insure a 
more usual parity between assets and 
shares. But it is not at all clear that such 
an outcome will materialize until there 
are additional changes in the personnel. 
It must be conceded that, as mine opera- 
tors, that management has been perhaps 
the most distinguished and uniformly 
competent in mining history. 

Furthermore, it is idle to_suppose that 
the Calumet & Hecla system of proper- 
ties, comprising some 200,000 acres in the 
Lake district, is as yet near the exhaus- 
tion point. This is true, despite the fact 
that lateral operations on the various 
lodes and formations have been most 
extensive and that the mining has been 
carried also tp great depth. 

One active shaft is 1% miles, or 7,000 
feet long, thus stretching under ground 
9% times as far as Woolworth Building, 
the world’s tallest edifice, extends sky- 
ward. The ore mined by the Calumet & 
Hecla itself yields 20 pounds (1%) or 
more of copper to the ton, though much 
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of the rock from the subsidiary properties 
runs 49% or less in copper contents but 
yet is profitable to stamp and smelt by 
reason of its “native” purity. While some 
of the older properties, including the origi- 
nal Calumet & Hecla mine, are pretty 
much worked out, such important hold- 
ings as the Isle Royale carry distinct 
promise for the future. 

There is indeed basis for the expecta- 
tion that the Calumet & Hecla properties 
will continue to give an excellent account 
of themselves in both copper production 
and earnings. Though $10 per share in 
dividends was announced for 1919, the 
company’s income is not yet reported. Pro- 
detection of Calumet & Hecla proper has 
approximated more than four-fifths as 
much as that of 1918 (being for the 11 
months ended with November 49,570,000 
pounds, against a corresponding 62,394,000 
pounds in 1918), and the subsidiaries’ 
outputs have also been smaller. Earnings 
for the past year will be reported as much 
less than the $121 per share shown for 
1917 or the $51 per share for 1918. 

In the decade to 1919, dividends cor- 
responded in amount to what a return 
of 10.78% would be on the present price 
of Calumet & Hecla stock. Unquestion- 
ably when viewed from an income stand- 
point, this stock is now not dear. It is 
worth bearing in mind that the war in- 
fluenced no record dividends for the 
shareholders, as in 1907 the company paid 
—" per share, in 1906 $70 and in 1899 
100. 

The latest statement disclosed $125 per 
share in sound net quick assets alone, en- 
tirely aside from investments in subsidi- 
ary companies and immensely valuable 
tailings-piles and plants. 


Copper Range 


The second largest copper producer in 
Michigan, Copper Range Co., should show 
the $2.50 paid in dividends this year to 
have been earned with satisfactory mar- 
gin, and the management looks forward 
to better times in 1920. The company has, 
by sales during the past three months, 
considerably reduced the supplies of cop- 
per it had been carrying. It is currently 
on an operating basis/about 65% to 70% 
“full.” Working capital does not differ 
materially from the $6,007,000 reported 
for the 1918 year-end. 

Copper rock of the Michigan country 
averages very low in the red metal, but 
the Copper Range properties are relative- 
ly an exception. Copper Range owns one- 
half the stock of the Champion mine (the 
other half being owned by St. Mary’s 
Mineral Land Co.), and that property 
contributes the best rock brought above- 
ground at the Lake, and accounts for the 
bulk of Copper Range’s output. Advance 
openings indicate no diminution of the 
good quality of the Champion ore. Tri- 
mountain, another Copper Range subsidi- 
ary, is perhaps even more justly cele- 
brated, because of its deposit of mass 
copper. The Copper Range properties un- 
doubtedly have a long and productive life 
ahead. , 

East Butte 


192% opens with signs of a far better 
year for East Butte Mining Co. than 
ever before. Whereas at the 1918 year- 
end the Government stepped out from 


under, leaving a badiy upset market for 
copper, the company has now sold prac- 
tically all its 1919 refinery output and is 
also sold ahead to a small extent into the 
new year. It, of course, has to have 
about 6,000,000 pounds, or about three 
months’ production, in process in order to 
have any of the metal for sale. 

When last in. Butte I found intelligent 
local opinion, always worthy of attention, 
to be highly optimistic concerning the 
260-odd acre Pittsmont property of the 
East Butte, its active mine. The Butte 
ores as a rule persist in yield with depth, 
and such is proving the experience of the 
East Butte company, whose ores run to 
more than the average richness of the 
district. The company is mining from 
the 12th, 15th and 18th levels, with most 
of its production coming from the 15th, 
but with the 18th opening up in good 
fashion. It will take years to mine all 
of the latter level. 

Operations of East Butte are at present 
running about 70% full, and Davis Daly’s, 
whose ore is the source of about a third 
of the smelter output of East Butte, is 
running pretty nearly full. 

East Butte is fortunate in having its 
own smelter in Butte, the only one there. 
This plant it has rebuilt in the last few 
years. And among independent Butte 
properties, there is nothing to surpass this 
company’s official and operating manage- 
ment. 

The net result of labor strikes and 
shutdowns (which cut 1919 production to 
about 4,000,000 pounds under the 24,599,- 
000-pound total for 1918), has been much 
greater efficiency, which should be mani- 
fest in 1920 reports. The company con- 
cludes payment of its second dividend, 50 
cents December 31, with about $2,000,000 
net quick assets behind its 421,000 shares. 
They have also speculative possibilities 
from several western oil ventures into 
which the company has embarked with 
attractive prospects. 


Old Dominion 


One of the big properties in the South- 
west copper belt is the Old Dominion 
group of Globe, Arizona, of some 2,500 
acres. The president is Charles S. Smith, 
of Boston, and the Phelps-Dodge interests 
have been active in the management, 
which was headed by James Douglas until 
his death in 1918. 

There are four good-sized adjacent 
properties in the Globe camp, the Iron 
Cap, Superior & Boston, Arizona Com- 
mercial and Old Dominion. The Iron Cap 
people apparently developed their prop- 
erty too fast and prosperously for it to be 
consolidated in ownership with the others. 
Arizona Commercial and Old Dominion 
are already controlled by similar inter- 
ests. There has been a recent but so far 
fruitless movement to place Mr. Smith at 
the head of the Superior & Boston, which 
many believe, because of its large and 
well-located acreage, possesses the most 
attractive though unproved possibilities in 
the district. 

In any event, it at present seems highly 
probable as well as desirable that the Ari- 
zona Commercial, which Mr. Smith has 
raised from bankruptcy to productivity in 
the past few years, will soon be con- 
solidated with the Old Dominion. This 
will place both companies in stronger po- 
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sition as to production and the treatment 
and marketing of their output. 

Qld Dominion, producing 33,378,000 
pounds of copper, earned after charges 
$301,762, of $1.02 per share, in 1918, 
against $1,221,265, or $4.11 per share, 
earned in 1917 from the production of 32,- 
365,000 pounds. The company’s own ore 
averaged 414% in copper in 1918 and al- 
most 5% in the preceding year. The com- 
pany has lost the customs ore business 
formerly coming from the United Verde 
Extension, because of that company’s hav- 
ing built itself a new smelter, and now 
the Old Dominion, with contemplated en- 
largement of its reduction plant, should 
be able to provide more adequate treat- 
ment facilities for the Arizona Commer- 
cial, under merger, to the advantage of 
both companies. 

A comprehensive amount of develop- 
ment work has been done at each prop- 
erty this year, but the Arizona Commer- 
cial, reflecting its especial forehandedness 
in development the past few years, is 
today able to produce copper even more 
cheaply than the Old Dominion. Mr. 
Smith tells me that the Arizona Commer- 
cial has been currently producing copper 
at around 14 cents per pound after 
charges other than depreciation and Fed- 
eral taxes, which would add probably not 
more than another cent to the cost. 

Exchange of two shares of Arizona 
Commercial for one share of Old Domin- 
ion is being talked of among directors. 

This would make a company of 429,545 
shares, par $25, with early productive 
ability of, say, 50,000,000 pounds of cop- 
per per annum, thereby somewhat better- 
ing the capitalization against each pound 
of output. One thing that both proper- 
ties need, and will doubtless get, is still 
more extensive opening-up of their big 
underground resources. Old Dominion’s 
underground work this year has largely 
increased the indicated ore-reserves. The 
development in connection with the Grey 
shaft on the east side, which is within 
about 1,800 feet of the Arizona Commer- 
cial line and is down to the 16th level, 
is likely to tap a sizable body of rich ore 
at any time. Operations from the west 
side shaft, now sunk to the 16th level, 
make for confidence in the outcome of 
further development there, though com- 
mercial ore has not to date been there 
found in volume. 

Old Dominion has no intention of sac- 
rificing its substantial stock of refined 
copper at too low prices. Production dur- 
ing 1919 has been approximately 5,000,000 
pounds below the 1918 total. The com- 
pany has been conserving cash during 
the past year by omitting dividends, and 
will not resume them until its red-metal 
surplus is much further diminished. 

Dividends in each of the preceding 
seven years were $4 per share or better; 
in 1916 the company’s income amounted 
to $13.40 per share and $12 was distrib- 
uted to stockholders. Regardless of 
whether or not the proposed consolida- 
tion with the Arizona Commercial is soon 
effected, Old Dominion stock appears to 
be a fair speculative purchase at around 
the current price. 


United Verde Extension 
All the above-mentioned 
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listed on Boston Stock Exchange, but 
there is another mine which has always 
had enough friends and owners in Boston 
to entitle it to be mentioned with the 
Boston stocks. Though United Verde Ex- 
tension has not a Stock Exchange domi- 
cile, it has a market on Boston Curb, as 
well as New York Curb. Coming out of 
financial oblivion and the cents-per-share 
category in 1915, its high quotation has 
in the succeeding four years been within 
a 10-point range, from 41% to 51%, at 
which prices some students regard it as 
one of the cheapest mining stocks there 
is at present. 

This really wonderful mine in the Je- 
rome district of Arizona is controlled by 
a comparatively few men, who saw it 
through the vicissitudes of vein mining 
that finally brought them to an immensely 
prolific deposit beginning at the 1,200-foot 
level. They witnessed the company earn 
$18,525,000 in three years ended with 
1918, after all charges, and out of this 
pay only $4,305,000 in dividends. They 
have no desire to sell their shareholdings, 
certainly not under present income tax 
laws, and they have no motive at present 
to make a more notable market for the 
stock. 

The great ore-body is there, running 
to at least 500 feet below the 1,200-foot 
level and, though not of 50% copper as 
in some portions above, yet in the fabu- 


lously rich value of 200 to 300 pounds to 


the ton. The company is now doing ex- 
tensive lateral development on the 15th 
and 16th levels. It has just financed some 
$5,000,000 improvements, including a new 
smelter and haulage tunnel. 

With renewal of productive operations 
(much interrupted during the past year 
by the unsatisfactory copper market and 
the policy of completing the improve- 
ments), with sale of the copper accu- 
mulated by the company, and with its pe- 
riod of extraordinary deductions from 
earnings presumably at an end, United 
Verde Extension will be a most interest- 
ing company to watch. It is certain to be 
a very big earner for many years to come. 

In the peak production of 63,242,000 
pounds in 1916, there was undoubtedly 
much selection of ore, which the com- 
pany then had to have customs-smelted, 
but now with its own smelter and the 
additional underground reserves blocked 
out, there is every reason to believe that 
it can show a new high in production if it 
so desires. In the comment above on 
Calumet & Arizona, reference is made to 
the uniquely low capitalization per pound 
of demonstrated output, which is, in fact, 
but 8/10ths of a cent. It would seem that 
outstanding capitalization, 1,050,000 shares 
of 50 cents par, may in time properly be 
revamped more nearly to match the indi- 
cuted property and earnings outlook. 
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Simms Petroleum Makes a Flying Start 


Its Properties and Their Present Production—Prospective Earnings—Increase in Capital Stock 


Company was organized, with nearly 

a half million acres of carefully se- 
lected oil leases in the Ranger field of 
Texas and its Southwestern extension 
and the Homer field of Louisiana, but 
it had not a barrel of production. 

Six months later, or at the present 
time, it has the largest potential pro- 
duction of high grade petroleum of any 
producing company in the United States. 

This tells a tale of rapid development 
seldom encountered in the oil industry. 

When the banking house of Knauth, 
Nachod & Kuhne last June offered for 
public subscription at $31 a share 144,00U 
shares, out of an outstanding issue of 
425,000 shares, of Simms Petroleum Com- 
pany stock and in an extremely conserva- 
tive announcement in matter-of-fact lan- 
guage merely stated that the acreage of 
the company with no production and the 
$3,700,000 cash placed in the treasury at 
organization were the company’s only 
assets, there were many critics who could 
see no special future in the stock at the 
price offered. 

There were many others, however, as 
the very heavy subscriptions to the stock 
proved, who believed that Knauth, Na- 
chod & Kuhne, and such men as E. F. 
Simms, Frank H. Bethell, Henry Oliver, 
S. T. Morgan, Frederick Scott, Finley J. 
Shepard and others, had not organized 
the company or agreed to serve on the 
Board of Directors without full knowl- 
edge of the latent values in the bare 
acreage owned or without believing that 
the purchasers of stock at the offered 
price would be protected in their invest- 
ment. 

Many bought stock because these 
names stood for something; many others 
because they believed in both the men 
and the acreage. As events have turned 
out they made a wise choice, whatever 
the motive which prompted them. The 
stock has more than doubled in price, and 
from a non-producer the company has 
developed into a producer with a poten- 
tial output of over 150,000 barrels of light 
oil a day and present earnings of $1,000,- 
000 a month, which in thirty days will 
be increased to approximately $2,000,000 
a month. Future earnings will depend 
upon the company’s ability to secure pipe 
for pipe line, the necessary pumping ma- 
chinery, tank cars, etc. There is a ready 
market for all the high gravity oil it can 
produce. 

That facilities will be provided for 
handling the biggest production of any 
single company in the United States is 
indicated by the progressive perform- 
ances of the past six months. 

The management of the Simms Petrol- 
eum Company has directed its energies 
less to the Texas properties than to its 
properties in the Homer field of Louisi- 
ana, where the greatest high grade oil 
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wells in the world have been developed. 
It was among the first of the companies 
to enter this field, and in the language 
of oildom is “settin’ pretty” in the very 
center of the pool, with more acreage 
inside and outside than any other com- 
pany in the district. 


Its original property in the Homer field 
consists of three quarter sections of 40 
acres each, adjoined on three sides by the 
Oakes lease of the Standard Oil Company 
of Louisiana, on which that company 
brought in its first big well, which gauged 
at 24,000 barrels daily. On its original 
property the Simms Company has al- 
ready brought in two 20,000 barrel wells. 
On other properties representing inside 
acreage in the pool, recently acquired by 
the company, it has seven other 20,000 
barrel wells, making a total so far of ten 
20,000 barrel wells with a potential daily 
production of 200,000 barrels, plus, a day. 

The largest producer in the United 
States at present has a production of only 
70,000 barrels a day. The Texas Pacific 
Coal & Oil Company’s maximum produc- 
tion per day has never exceeded 40,000 
barrels and is now under 20,000 barrels. 
Twenty to forty thousand barrels a day 
production was originally considered very 
high for any company. 

Recently the Simms Company increased 
its authorized capital from 500,000 shares 
of no par value to 1,000,000 shares, of 
which increase 227,000 shares will be 
offered to stockholders at $47.50 a share. 
The proceeds of this issue will be used 
to purchase the extremely valuable pro- 
ducing properties in the Homer field 
above mentioned and approximately 125,- 
000 acres of favorably located leases in 
other parts of Louisiana and to increase 
the treasury funds to $7,000,000 with 
which to provide facilities for handling 
the big production assured from its 
Homer properties and to continue the 
active drilling campaign in this field and 
in Texas. 

The company has acquired a tank farm 
site at Sibley, Louisiana, on the Queen 
& Crescent and Louisiana & Northwest 
Railroads, on which it is erecting twenty 
55,000 barrel steel tanks, loading racks on 
two railroads and all the necessary equip- 
ment to handle big production. The com- 
pany is also laying two 6-inch pipe lines 
from this farm to the Homer field and 
other lines will be laid as rapidly as 
possible. More than 1,000 tank cars have 
also been purchased and the company has 
furthermore entered into a contract with 
an important refinery which will provide 
for the sale of 7,000 barrels of its pro- 
duction a day for the next year. The 
price basis is approximately $2.50 a bar- 
rel for its oil, and the contract further 
provides that the Simms Company shall 
secure a large participation in the refin- 
ing profits on the oil. Including both 
sources of profit, this contract alone pro- 


vides revenues of $10,000,000 annually. 

Recently E. F. Simms, President of the 
Simms Petroleum Company; Oscar L. 
Gubelman, of Knauth, Nachod & Kuhne, 
and Thomas W. Streeter, Vice President 
of the American International Corpora- 
tion, visited the Homer field. Upon their 
return, announcement was made of the 
acquisition of the new properties and the 
proposed sale of the new stock. With 
this announcement came another equally 
important, if not more so, that the Amer- 
ican International Corporation had ac- 
quired a substantial interest in the stock 
of the Simms Petroleum Company, re- 
ported to be in the neighborhood of 
75,000 shares, representing a total invest- 
ment of a pproximately $4,000,000, and 
that this interest would be represented on 
the Board of the Simms Petroleum Com- 
pany by Thomas W. Streeter. 

Immediately upon this announcement, a 
sharp advance occurred in the price of 
Simms stock, a high of 71% being 
reached on December 22. Later the stock 
reacted slightly, but after the turn of the 
year advanced to new high levels. 

The Homer operations of the Simms 
Petroleum Company are of course the 
most interesting of its activities because 
of the tremendous size of the wells it 
developed and the high gravity of the oil 
that is produced. The company has, 
however, not neglected its properties in 
Texas, and at present has seven drilling 
operations under way on its various 
leases in that State, although it has pur- 
sued a policy of originating its develop- 
ment work only on those properties 
which from time to time have been prac- 
tically proved by wells drilling in their 
neighborhood. 

Among the most interesting of these 
properties is the company’s 400-acre lease 
in Erath County, Texas, which drilling by 
outside interests on surrounding leases 
have practically proved up. For this 
reason the sinking of a well on the 
Simms lease was practically sure of a 
favorable outcome, and this turned out 
to be true when the company brought in 
an 1,800 barrel well, natural flow, on its 
own property. 

Another of the company’s properties of 
particular interest is in Eastland County, 
known as the Harkrider lease, comprising 
2,000 acres, practically proved up by wells 
brought in on adjoining leases ranging 
from 1,500 to 2,000 barrels. The Simms 
Petroleum Company: is drilling two wells 
on its lease in this vicinity from which 
important developments are shortly ex- 
pected. The company is also drilling on 
its lease in Stephens Ceunty, which is 
surrounded by production and also on its 
Scott Marshall 1,200 acres in Eastland 
County, which is very close to the North- 
eastern extension of the Desdemona field. 

The Simms Petroleum Company also 
has approximately 20,000 acres which lie 
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SIMMS IS GREAT POTENTIAL PRODUCER 
On its original property the company recently brought in two 20,000- 


barrel wells. 


between Sipes Springs in Comanche 
County and the Sinclair Gulf well in 
Brown County. A second well by the 
Humble OW & Refining Company in that 
field is a good producer, and indications 
are that this will be an important field. 
Simms Company's extensive acreage is 
favorably located in the heart of it. 

In Coleman County where the company 
has approximately 11,000 acres in one 
block it is drilling one well at a point 
where the company’s geologists have 
located a most favorable structure. 

Most of the company’s property in 
Texas is being proved up by drilling 
operations of independent producers. 

Practically all of the Simms leases can 
be carried for from three to five years 
on payment of reasonable rentals without 
any obligation to develop unless oil is 
found on adjoining leases. This enables 
the company to profit by the extensive 
development work which at present is 
conducted by interests in the vicinity of 
the Simms properties. 

E. F. Simms, President of the Simms 
Petroleum Company and actively in 
charge of its affairs, is one of the success- 


ful figures in the oil development of the 
Southwest and Mexico. He has been a 
producer and operator in the Texas fields 
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The potential daily production is 200,000 barrels 
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and in addition to his oil activities, dis- 
covered, acquired and developed the Free- 
port Sulphur Company, one of the largest 
sulphur producing companies in the 
world, 

His reputation for and 
ability has been added to by the results 
secured by the Simms Petroleum Com- 


If one 


achievement 


pany in the space of six months. 
gets out a pencil and starts to figure what 
200,000 barrels of $2.75 oil a day, or 
150,000 barrels, or 100,000 barrels, or even 
50,000 barrels, 1eans to a company whose 
properties six months ago. were capital- 
ized at only $9,000,000, the total appre- 
ciation in value is astonishing. 

To be sure, the company has increased 
its outstanding stock to 751,500 shares, 
but at $70 a share for the stock the 
market value of the company’s properties, 
less $7,000,000 cash in the treasury, would 
be in the neighborhood of $45,000,000. It 
will take only 50,000 barrels of oil a day 
to double this market value in a year’s 
time. 

It appears that Simms Petroleum Com- 
pany was conservatively enough capital- 
ized last June, that it is being well man- 
aged, and that it is reasonable to antici- 
pate higher values for the stock within 
the next twelve months. 


Railroad Earnings Show Some 
Improvement 


kar graph herewith compares actual 
1919 earnings of Class I roads in 
1919 with the “Standard Return,” 
on the basis of which the Government is 
compensating the roads. The standard 
return is what the roads are really get- 
ting. The actual earnings is what they 
would be getting if they were under pri- 
vate operation. The President has con- 
tinued Government operation to March 1, 
so that the standard return will continue 
until then. After that date the fate of 
the roads is in the hands of Congress. 
Up to August the actual earnings 
showed an encouraging trend, rising rap- 
idly from March onward, until in both 
July and August they equalled the stand- 
ard return. The decline since then has 
been most discouraging, since it is in the 
autumn months that the railroads usually 
do the best business. 
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It is to be bosne in mind, also, that 
the amounts taken out of earnings for 
maintaining of way and equipment have 
been less than normal in 1919. This is 
chiefly because most roads have not been 
able to get the money for the purpose. 

The chart shows one thing very clearly, 
and that is that the real railroad ques- 
tion is a question of rates. With prices 
generally up more than 100% since the 
pre-war period, rates are up only a little. 
Progressive wage increases are one of 
the reasons for small earnings, especially 
for the failure of the earnings to keep up 
in September and October. 


WHAT F. I. McLEOD SAYS 


“It.is useless to expect capital to invest 
in street railways without promise of a 
reasonable return. 

“As between the car rider and the in- 
vestor, the car rider, so far, has had much 
the best of the bargain.” 
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class. Meantime, inquiries on oil securities will be handled as usual through our Statisti Department.—Epror. 
———— 
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Comparative Guide To Leading Oil Stocks 


Ratings Based Earnings, Assets, Dividends, Dividend Prospects, Capitalization, 
Management, Seance Price, and Prospects for Advance or Decline (Technical Position) 


nation: Commencing with our July 5, 1919 issue, we classified and rated oil securities in groups thus: Standard Oils, N. Y. Stock 

Fg a NY. Cash Ucemms and ae Ratings were assigned, and are here continued from A to G, rating A being the 

highest and G the lowest. The first named places the security in the investment class, B is a business man’s semi-investment, C is $ 

specvestment, D a speculation; E. F. G. are more risky. Owing to the advances in some and declines in others, we have groupe 
their rating and desirability based upon present prices, and all other factors within our knowledge. The previous series that concluded 
with the October 18, 1919, issue analyzed 170 active oil issues. We are now listing the post prominent. 

ree-year 
Capital Range. Net 
» in nen Di Market Pri High. I oe Comments. 

Name of Stock. ar. Stock. iv. arket. rice. High. Low. ing. F ( i . 
os - , > 118 B Expansion in Wyoming 

Illinois Pipe 1. $100 $20,000,000 $16.00 7 *: oe = corsitoey impressive. Earnings 

good and dividend prospects 
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. >; 5 2 carnings recor consist- 

Indiana Pipe L. 50 5,000,008 20.00 ently good. High speed for 
Standard = subsidiary. 

: 2 N. i South merican repre- 

International Petroleum... . CRE 5 EE muatinn of Tees OA 
Rumored that it may absorb 
Tropical Oil. Is now in 
somewhat speculative posi- 
tion, but may still advance 
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Roaill : 7 a N. Y. Curb ewe omer Field, La., develop- 
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wise, should do better during 
ae tof S th American 
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Mexican Petroleum 40,000,000 16.00 companies and world’s larg- 
est fuel oil property. Has 
tremendous potentialities, but 
one 

: .00 ° “cyclic” concern. con- 

Magnolia Petroleum . 100 44,000,000 8 trolled by Standard Oil of 
N. Y. Long range develop 
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power and better price event- 
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Mexican Eagle 60,000,08 Petroleum in its field. Royal 
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be under official British su- 

v eaec . Had ais, osvense. 
; i * ' N. Y. Cur ounter rosperous. akes large 

National Transit . $13.58 earnings through its Pum 
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worth price. ‘ 
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Book value about $230. Very 

c oo wr Coat 
, een ned 250,000 . OUNTET 2... se cereeees eereeee ee eee eee uccessfu exican Casing 

New England Fuel. - Co. Is affiliated with Mag- 
nolia and Royal Dutch. Stoc 
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investor. . 

Ohio Cities Gas 46,000,000 ‘ N. Y. Stock Exchange In an interesting stage of 
expansion. Has worked out 
of its speculative position, 
and has good equities and 
promise. 

Ohio Oil 15,000,000 N. Y. Curb Has such large surplus that 
recapitalization seems inevit- 
able. When this happens 
stock should be worth more. 

Pan-American wie 44,500,000 . N. Y. Stock Exchange...... _ Controls Mexican Petro- 
leum, shipping and other sub- 
sidiaries. A holding corpora- 
tion whose possibilities are 

‘ not easily appraised. 
not seem at all high on merit. 

Pierce Oil N. Y. Stock Exchange Although new preferred 
holds price back, common 
seems too low on basis of 
future earnings and prospect 
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i fr I re 1. ounter ese eee ming and producing 

Paragon Refining company in Ohio that has 
been very successful. Pros- 
pects for dividend increase. 


is classi i f prominent oil companies will be continued until the list is exhausted. Under present arran we contem- 
plate allowing: with the seclerred stock ond bonds of all these companies, which securities are naturally more arengly in the investment 
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HE Goldwyn Pictures Corporation is 

the second of the large motion pic- 

ture concerns whose shares have 
gravitated to the great mart where all 
industries, shoe or picture, soup to nuts, 
meet upon common ground and go 
through the public appraisement process 
of price quotations. Strictly speaking 
Goldwyn is the fourth real moving pic- 
ture enterprise that makes its bow to Wall 
Street, its predecessors being World 
Film, Triangle Film and Famous-Players 
in the order named. The first two have, 
so to speak, “faded-out” from public in- 
terest so far as prices are concerned: 
they hit the Street during the super-hec- 
tic days of the industry when not even 
the sky was the limit in extravagance, 
and organization unknown in the film- 
world. 

Famous-Players, the predecessor and 
friendly competitor of the Goldwyn Cor- 
poration has already found its niche 
among the quoted stocks on the Big 
Board of the N. Y. Stock Exchange. 
This company was discussed in the 
August 30 issue of THE MAGAZINE OF 
WALL STREET, and the author made a pre- 
diction there which is worth quoting: 

“Outside of Vitagraph, Universal, 
Pathe and the Goldwyn Companies, the 
corporation (Famous-Players) has the 
“high-grade” field almost to itself, and 
although stronger competition might as- 
sert itself ultimately—possibly in the 
Goldwyn direction—the exhibitor who 
wants Famous-Players-Lasky features 
which have a special drawing power in 
his theatre, before making a change will 
have to subordinate his likes and dislikes 
to the will of his patrons. In other 
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words, the cumulative effect of good pic- 
tures is deep-rooted.” 

The prediction of the author has come 
true: Goldwyn is not only in competition, 
but like Famous Players has also “come 
to Wall Street.” 

Ancient History with Apologies 

The writer of the present article 
knows the Goldwyn Picture Corporation, 
its founders, associations and backers so 
well, and the details of its earlier history 
so intimately through personal contact, 
that he must apologize for delving a little 
into ancient history that goes back in 
stages of approximately three and six 
years. Anything above ten years is an 
antique—in filmdom—so progressive is the 
silent art. 

Our Famous Players story, referred to 
above, speaks of the earlier struggles of 
the producers, and the work of Adolph 
Zuckor, founder of Famous Players, 
Jesse Lasky of the Lasky Company, and 
the de Mille Brothers (Cecil and Wil- 
liam) both on the stage and screen: the 
two latter being intimately associated 
with the Lasky Company, afterwards 
merged with Famous Players. 

Samuel Goldwyn divides the early hon- 
ors with Lasky and the de Milles as a 
partner and founder of the Lasky Com- 
pany. It is related that in the “early 
days” he started out with one feature- 
picture (any picture running more than 
average length, from three to five reels 
was dignified by the name of “feature” 
in those times). Goldwyn didn’t have 
much more than his feature picture, a 
slender bank-roll, but a big idea. It was, 
to wean the public from the alleged 
“drama,” and fast moving slap-stick 


chase comedy to something really worth 


while. He met Jesse Lasky, prominent 
even then in the vaudeville world as one 
of the premier booking men of successful 
acts in the country. The two formed a 
partnership, and the entry of the de 
Milles with their rich stage experience 
(which in their case was also a family 
inheritance) and the Jesse L. Lasky 
Company came into existence. 

The Lasky Company was a _ success 
from the outset. Its productions were 
up to a standard that was never departed 
from. I have already referred to its 
most popular motion pen picture feature 
“The Cheat” featuring Fanny Ward and 
Sessue Hayakawa, that was exhibited 
again and again in the leading houses 
throughout the country. Geraldine Far- 
rar in “Carmen” produced by Cecil de 
Mille, was another great hit of the Lasky 
Company: its long list of successes would 
take up too much space to describe in de- 
tail. In the writer’s judgment the com- 
pany never went back, and contributed 
more to the advancement of the real mo- 
tion picture art than any other company— 
not even its big rival, the Famous Players. 

It should be remembered that Samuel 
Goldwyn of the présent Goldwyn Pic- 
tures Corporation was associated with the 
Lasky Company as founder, partner and 
director during these eventful days. He 
sold out to Jesse Lasky and associates 
about three years ago. Rumor has it 
that the purchase consideration was 
roundly half a million or more. 

Birth of Goldwyn Pictures 

Why or wherefore the predecessor 
Goldwyn Picture Corporation does not 
matter now. Samuel Goldwyn founded 
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the compayy and his principal associate 
in the new venture was Edgar Selwyn 
of Selwyn & Co., leading theatrical pro- 
ducers, who hardly need introduction to 
our readers. The public has fond recol- 
lections of “Within the Law,” “Polly of 
the Circus,” “Twin Beds,” “Fair and 
Warmer” and a string of other Selwyn 
successes that have placed the Selwyns 
in the front rank of the younger produc- 
ing managers. More important than even 
their managerial genius was the fact that 
they and their associates of that time 
were among the foremost in stage author- 
ship and production. Names like Irvin 
Cobb, Roi Cooper MecGrue, Margaret 
Mayo and Arthur Hopkins were a guar- 
antee that Goldwyn knew what he was 
about when he chose his associates and 
helpers. Edgar Selwyn, himself an au- 
thor and actor of greater-than-Broadway 
fame with “The Arab,” “The Country 
Boy” and others to his credit, was a good 
captain of the ship, and even now (he 
confides to the writer) he occasionally 
exercises his writing talents by jotting 
down’a drama or scenario during his 
“leisure” moments. 

The Goldwyn Corporation of two and a 
half years ago started right. Its policy 
was to spare nothing to secure the high- 
est in artistry, the best in picturedom, 
and the greatest in authorship. It started 
off with artists like Mary Garden in 
“Thais,” lured Mae March from sunny 
California, and Mabel Normand from the 
shadow of Charlie Chaplin’s genius (the 
winsome Mabel was the little lady who 
directed the earlier footsteps of the irre- 
gular Charlie in his first successes. No 
author was too great and no star too 
temperamental for the ambitious “Gold- 
wyns” to woo and win, from Anatole 
France to Maxine Elliott. I solemnly be- 
lieve that this concern would even now 
seek a monopoly on Shakespeare, Maeter- 
linck and Ibanez and offer the price if it 
were possible. 

By exceptional artistry, knowledge and 
hard work, Goldwyn as a corporation 
came, saw, and conquered. We know 
not whether the conquering was worth 
the vanquished so far as dimes and dol- 
lars are concerned. Very likely their 
founders placed immediate financial re- 
wards in the background for the sake 
of establishing “Goldwyn Pictures” as an 
epicurean treat in filmdom. It can be said 
very authoritatively that its creators 
were not financially hungry, and their 
wants well provided for before they 
started their new enterprise. And they 
were never anxious to interest outside 
money in their business. Consequently 
the entry of Wall Street money recently 
has a special significance. 


From this sketch of “Goldwyn” its an- 
tecedents and ancient history, it will be 
seen that no great effort was made to 
accumulate wealth for the corporation, 
nor to show large net earnings, or make 
a “showing” for future outside invest- 
ment. The corporation spent money lib- 
erally and lavishly to establish itself, its 
prestige, its brand: to give itself a good- 
will value, if such is possible in pictures. 
That millions of dollars have passed in 
and out of its coffers during the past 
two and a half years I haven’t the least 
doubt. Whether the corporation has 


shown a large profit along regular busi- 
ness lines is another matter. It must be 
remembered that the services of Presi- 
dents, vice-Presidents, and Managing Di- 
rectors of great motion picture corpora- 
tions are extremely valuable and they 
award themselves salaries that would 
look colossal to the uninitiated. A high- 
priced railroad executive, for example, 
Judge Robt. S. Lovett of the Union Pa- 
cfic, draws down $100,000, while J. M. 
Dickinson, Receiver of the Rock Island, 
gets over $120,000. I may say that mo- 
tion picture presidents are even more 
highly appraised, as a rule, than railroad 
officials. 

Consequently, the so-called “insiders” 
of the Goldwyn Corporation must have 
received some large salaries if they 
haven’t received big dividends: to me 
money is money, whether you call it meal 
or malt, and I suppose that’s how they 
regard it in motion pictures. 

Banking Interests Take Hold 

Within the last month, the President 
has announced the formation of the new 
and greater Goldwyn Pictures Corpora- 
tion, which will increase its capital from 
200,000 shares to 1,000,000 shares of no 
par value. Although this is a five-fold 
increase, about 470,000 shares are now 
outstanding, so that 270,000 shares rep- 
resents the new capital recently intro- 
duced. We cannot say what considera- 
tion or price was paid but the stock is 
quoted around 30 on the New York Curb 
and it is a fair assumption that about 
$5,000,000 in new money has already been 
injected into the new concern. The cor- 
poration will probably issue its remain- 
ing treasury stock at some later date, 
either for cash in the market or for other 
acquisitions. 

In addition to the Selwyns, the cor- 
poration has added members of the Shu- 
bert and “Al” H. Woods firms to its di- 
rectorate and will have available all the 
dramatic property of these producing 
managers, including plays and scenarios, 
for the Goldwyn Corporation. The suc- 
cess of all the plays of these firms should 
be duplicated on the screen, as the pub- 
lic “follows” stage successes with avidity 
when they can see them screened. 

If big names mean much then the 
Goldwyn Pictures Corporation is an as- 
sured success. The new directorate has 
the du Ponts and Wilmington stamped all 
over it, led by members of the du Pont de 
Nemours Company, the Wilmington 
Trust Company (a du Pont bank) and 
several other Wilmington capitalists. Lo- 
cal bankers interests are represented by 
E. V. R. Thayer of the Chase National 
and Duncan A. Holmes of the Chase Se- 
curities Company, and G. W. Davison of 
the Central Union Trust Company. A 
member of H. Content & Co. is also on 
the board. 

The importance of these interests is 
not so much the money or prestige they 
bring to the corporation as the assurance 
that if it is humanly possible for busi- 
ness men to standardize an apparent im- 
possible business, they are the men to do 
it. Motion picture men are not to blame 
for their failure to “standardize” in the 
past: they have had to line up a rather 
uncommercial lot of people who never 
could see a mathematical ratio between 


art and business. Let’s hope Goldwyn, 
Selwyn, the du Ponts, Thayer and the 
others will make them all listen to reason, 
and finally succeed in placing a new busi- 
ness (for outside investors) on the map 

Speaking to one of my friends—an “in- 
sider”—he concedes readily that other 
worthy concerns like Famous Players are 
competitors and that they are doing very 
well just now, but expects that his own 
company (Goldwyn) will do extremely 
well in the future. I don’t think I am 
giving away any of his valued confidences 
when I say that I accept his statement 
that he has implicit faith in the future of 
the Goldwyn Pictures Corporation, that 
his original holdings are almost intact, 
and his personal intention is to await 
longer range developments rather than 
look for market profits in higher quota- 
tions, that he expects in the not distant 
future. I accept this gentleman’s opinions 
with more than ordinary assurance. 

The corporation expects to show about 
$2,000,000 net earned on its old capital- 
ization at the end of the current fiscal 
year which is $10 on the old stock and 
about $4.50 on the new outstanding. This 
does not include earnings on the new 
capital, which I estimate might reason- 
ably bring in a further $5 a share (one 
half the proportion earned on the old 
stock). If it should work out this way, 
then the stock is not overvalued at 30. 


Mr. Goldwyn’s own statement on the 
subject of earnings is interesting: 

“As the formation of. this business was 
only effected about two and one-half 
years ago, earnings up to the present time 
are to a large extent commensurate with 
the preliminary work of rounding um 
an organization which, I believe, is now 
the equal of any similar organization in 
the world. Based, however, on outstand- 
ing contracts and new contracts for pic- 
tures heretofore produced and to be pro- 
duced in the ordinary course of business 
the company should earn net before taxes 
for the motion picture year from Septem- 
ber, 1919, to September, 1920, a sum of 
not less than $2,000,000 on its old capi- 
talization, without giving effect to the ad- 
ditional working capital to be provided 
by yourselves and your associates. It is 
expected that the additional capital fur- 
nished by the new financing will enable 
the company to largely extend its busi- 
ness and thus produce substantial earn- 
ings on all of its capital stock. The mo- 
tion picture business is still in a period 
of development and I feel confident that 
with the strong financial theatrical and 
producing interests which will be affil- 
iated with the company that the future 
financial success is assured.” 

The policy of big artists, big authors, 
and big production will aparently stand. 
In ‘addition to authors of medium repute, 
the corporation has contracts with Rex 
Beach, Rupert Hughes, Basil King, 
Gouverneur Morris, Leroy Scott, Ger- 
trude Atherton and Mary Roberts Rhine- 
hart to produce their works in pictures, 
Its artists include Geraldine Farrar, 
Pauline Frederick, Tom Moore, Madge 
Kennedy, Will Rodgers, Jack Pickford 
and other popular favorites, and it owns 
studios at Culver City, Cal., which on a 
forty acre tract are among the largest in 
the world. 
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Future History 


I don’t know whether one is justified in 
calling any motion picture security an in- 
vestment. The industry brings in about 
$800,000,000 annually in gross receipts, or 
more than half the gross business of the 
U. S. Steel Corporation: and these re- 
ceipts are from theatres only. It has 
been estimated that about $100,000,000 is 
invested in the business of producing pic- 
tures, and that one leading company is 
doing business at the rate of $500,000 
weekly in domestic rentals with $100,000 
added for foreign rentals. One company 
is producing over 100 features annually 
that cost anywhere from $75,000 to $150,- 
000 each. There are 15,000 picture thea- 
tres with seating accommodation of about 
8,000,000 in the United States alone. 
These theatres filled twice daily shows 
an attendance of about 16,000,000 each 
day, or 16 per cent of the entire popula- 
tion. The passing of John Barleycorn 
and the saloon should drive a greater 
percentage to these popular amusement 
centers, 

Staggering figures of course: and the 
motion picture people are in a sea of 
money and possibilities. A little of all 
this wealth should be made to stick to 
the fingers of stockholders: it doesn’t 
sound like a colossal feat, yet it hasn’t 
been done much in the past. 


However, the big producers are seeing 
the light, and bankers are helping to 
hold it up. The shares should have a 
very good reception and strong support, 
and I would much rather travel with 
than against the new corporation by go- 
ing “long” rather than “short” of the 
shares. Although still a speculation, the 
transition to the investment class should 
be accomplished ultimately. Dividends 
are not very near, but the prospects for 
an initial dividend, say around the end 
of 1920, are bright enough. As a possible 
$4 dividend payer, the shares look rea- 
sonable at 30. 


$17,000,000 Loan 
to Exporters by 
United States 


The first move of the American Gov- 
ernment to financially aid European recon- 
struction came when the War Finance 
Corporation announced it had virtually 
consummated four loans aggregating $17,- 
000,000 to manufacturing exporters. 

Two loans, each for $5,000,000 have 
been arranged to finance exportation of 
locomotives and agricultural machinery. 
The locomotives will go to Poland and 
the machinery to England, France and 
Belgium. 

A third loan for $5,000,000, negotia- 
tions for which were said to have 
passed to the final stage, will go to an 
electrical machinery corporation, and will 
be used in Belgium and France, where 
electrical machinery was destroyed by the 
Germans. 
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Keep Away from the Bucket-Shops 
And Buy Your Curb Stocks Outright 


T has probably never occurred to the 

average investor that one reason why 

New York Curb securities have such 
a perplexing tendency of refusing to “go 
with the trend” is because a tremendous 
proportion of public buying, intended to 
go into the Curb Market, just doesn’t get 
there. The Editor has told us before 
that the typical bucket-shop carries the 
customers’ transactions on its cuffs, and 
that sometimes it “doesn’t wear no cuffs.” 

Regrettably enough, the Curb Market, 
although the home of a large number of 
excellent securities, cannot dodge the un- 
desirable company that persists in trailing 
along in an unofficial way, due to the 
fact that no one can license an open 
street for trading in securities. Perhaps 
the time may come when the Curb Mar- 
ket houses itself in its own building, tak- 
ing along the best securities now handled 
on the “Curb” amd leaving behind the de- 
bris. At that time, it may be expedient 
for official New York to take a hand and 
compel all others who congregate there 
to “move on.” This would be very dis- 
turbing to market operations of the small 
and unofficial fry, who would not be 
missed anyway. 

The New York Stock Exchange and 
banking authorities have not been able to 
regulate the Curb beyond exercising a 
watchful eye on its more flagrant abuses. 
Even the Curb Market Association itself 
has been able to do little through the 
peculiar conditions that surround New 
York’s unique street market. The time is 
probably coming when things will be 
otherwise. Meantime, the New York 
Stock Exchange occasionally voices its 
opinion and authority on the subject of 
Curb securities of a kind and bucket- 
shops. 

It indorses the view expressed in these 
columns that if the average investor 
would cease carrying curb stocks “on 
margin” for just a while, and satisfied 
himself that he was the actual owner of 
the stocks, even if this experiment were 
adopted for say three months only, the 
best Curb securities that apparently re- 
fuse to follow the trend would be found 
as sympathetic to the rise and fall of 
stocks on the New York Stock Exchange 
as the latter’s securities themselves. We 
believe that many stocks would be selling 
for double and treble their present prices 


if their purchase actually took place in 
the open market, or if those firms who 
specialize in trading against customers’ 
orders by a process of bookkeeping rather 
than buying or selling were compelled to 
“buy themselves in” for the purpose of 
delivering to customers. It would be 
found, in some cases that we know of, 
that there would be insufficient stock to 
go around. 

Unofficially, the Association of Stock 
Exchange Firms has had its say recently 
in the following terms: 

“When will the Broad Street bucket- 
shops be compelled to buy in the open 
market the securities which they are sup- 
posed to have purchased for the easy 
marks who are their clients? A police 
committee should be organized to investi- 
gate this condition. Thousands of shares 
are ordered purchased in Broad Street 
each day, and they are generally pur- 
chased on paper. ‘Curb houses cannot 
obtain money accommodations on Curb 
stocks, especially the low grade ones, ex- 
cept at abnormal rates of interest. There- 
fore any intelligent follower of market 
conditions can surmise that these shares 
are never purchased in reality. A per- 
manent improvement in security prices 
would be 2 great broom by which these 
unscrupulous individuals could be cleaned 
up. Boom in prices would be more effec- 
tual than a police committee, because, if 
compelled to buy their clients’ stock in the 
open market they would be compelled to 
close up shop and welch, all of which 
they do from time to time—only to re- 
open under another name. 

“Why do holders of Liberty bonds 
seek these dishonest places to speculate 
in? Why have these bucket-shop owners 
and promoters so many suckers on their 
books? Simply because they lure by the 
most unscrupulous rosy promises. All 
kinds of bait is offered—520% Miller was 
modest in comparison to these pirates. If 
a Stock Exchange house attempted to 
have printed or circulated a shady adver- 
tisement, or offered an inducement that 
was not in accord with legitimate and 
honest dealing, it would be immediately 
disciplined by the Governing Body. 

“The class that deals with unscrupulous 
promoters and manufacturers of cat-and- 
dog securities evidently pays more atten- 
tion to promises and less to realizations.” 











Market Statistics 





Dow, Jones Avgs. 
20 Rails 


20 Inds. 
103.55 
103.79 
103.95 


105.63 


Monday, Dec. 29 
Tuesday, Dec. 30 
Wednesday, Dec. 31... 72 
Thursday, Jan. 1. 


N. Y. Times 
—50 Stocks—— 
High Low 
89.70 87.77 
14.86 88.41 87.06 
74.93 88.45 87.54 
HOLIDAY 
75.48 90.40 
74.98 90.14 42,250 
74.23 89.75 1,218,444 
73.85 89.13 1,410,040 
75.30 90.44 1,382,379 
HOLIDAY 


Sales 

950,000 
765,000 
607,000 


1,211,910 
7 


75.35 
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. dhe Two “American Ships” 


for the Cleveland company; yet American 
Shipbuilding owns certainly much the 
larger and more valuable facilities. An 
analysis of the fixed property as given 
in the Stock Exchange listing application 
furnishes the following results: 
American Wm. 
Shipbldg., Cramp, 
Oct.,1917. Sept.,1919. 
* Number of plants... 8 3 
Number of building 
berths 8 
Total length 5,714 ft. 5,000 ft. 
Number of drydocks. 15 1 
Number of wet basins me 3 











The difference in earning capacity be- 
comes even clearer when the output of 
the past five years is considered. Cramp 
Shipbuilding does not state the tonnage 
of the vessels it constructs, but in num- 
ber of ships completed the two companies 
compare as follows: 








American William 
Year. Shipbuilding. Cramp. 
1918-19 21 
15 
7 
u 
6 
On 
ing still had uncompleted orders for 63 
vessels, more than the entire output of 





(Continued from page 292.) 





HAMMERING BLOCKS INTO PLACE UNDER KEEL 


— nm —— 


shares on especially favorable terms the 
holding company may have helped out its 
apparently too expensive investment in 
Cramp. The property of the Kerr Com- 
pany will consist of 50,000 deadweight 
tons of ships, eight in number, valued on 
Jan. 1 last at $3,900,000, and about $9 
000,000 in cash, of which $7,600,000 is be- 
ing raised through the sale of stock and 
the balance represents the net earnings of 
the predecessor company up to Aug. 1, 
1919, less accrued taxes as roughly esti- 





‘Cash and Liberty Bonds 
‘Other current assets 

‘Govt. contracts in process.... 
War plants 

(To be amortized) 
Miscellaneous . 


$152,584,000 


TABLE III—BALANCE SHEET AMERICAN SHIPBUILDING CO., JUNE 30, 1919 


, Liabilities 
$7,900,000 
7,600,000 
2,772,000 
Advanced by Government..... . 107,337,000 
Reserve for taxes 
Reserve for amertization 
Miscellaneous reserves 








‘William ‘Cramp during the war period. 

So much for the relative merits of 
ithese two shipbuilding companies. All 
the facts given above go to show that 
while the outbreak of the war found both 
concerns with very mediocre earning 
power (Cramp being in somewhat better 
shape), American Shipbuilding has since 
forged ahead at a rate beside which 
‘Cramp appears to have practically stood 
still, After the war was over and the 
cream had been skimmed from the ship- 
‘building industry, large financial interests 
succeeded in doubling the price of the 
less prosperous enterprise, while the 
really extraordinary record of the Great 
Lakes company has been virtually neg- 
lected. 

It is time now to turn to the other 
asset of the American Ship & Commerce 
Corp., namely the 76,000 shares of the 
Kerr Navigation Co. “B” stock, in order 
to determine whether by acquiring these 
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CUTTING AWAY METAL 
An acetylene torch is used in cutting 
the plates used in ship construction. 
This illustrates the process 


mated by the writer. There will be out- 
standing 40,000 shares of “A” stock, with- 
out par, but entitled to a prior dividend of 
$7 per annum, and therefore equivalent to 
a $4,000,000 preferred issue; also 111,000 
ehares of “B” or common stock, of which 

.merican Ship & Commerce owns 76,000, 
or 68%. Although the latter company 
pays $100 per share for these holdings, 
their book value figures out at only $80 
per share. 

For the seven months ended July 31, 
1919, gross receipts of the Kerr Com- 
pany were at the annual rate of $6,500,- 
000, compared with $14,840,000 in 1918. 
Net before taxes and special amortization 
shows a relatively larger shrinkage, the 
1919 figures being at the rate of $3,672,- 
000, for the year, against $10,079,000, a 
decrease of nearly two-thirds. Assuming 
a deduction of say $1,000,000 for war 
taxes, the interest of American Ship & 
Commerce in these profits would amount 
to cout $1,600,000, or $5.25 per share for 
the stock issued to acquire this subsid- 
iary. These earnings are satisfactory 
enough on the present market price of 
American Ship, especially since the Kerr 
Navigation Co. has a large cash balance 
available for new investments. The real 
question, however, is whether this rate of 
earnings can be maintained in the future, 
and of this there is at least room for 
doubt. 

To sum up, American Ship & Com- 
merce is about 40% William Cramp and 
60% Kerr Navigation. Whether the prof- 
its of the latter interest will fully justify 
its cost it is hard to say; but it is cer- 
tain that the price paid for the William 
Cramp shares was far too high as com- 
pared with the market quotations at that 
time for American Shipbuilding Co. The 
latter company would seem to _ have 
reaped such enormous profits in the re- 
cent past as to be worth substantially 
more than its current price, without re- 
gard to future developments. 


THE MAGAZINE OF WALL STREET 





. oe 











® @ e@ e@ (Odd Lots @ @ @ @ 














WHY FINANCIAL EDITORS GROW 
BALD 


(Scene: Editor’s Office, MAGAZINE oF 
Watt Street. “Limitation of space” pre- 
vents us from attempting to enumerate 
the objects on his desk. Enter a member 
of staff.) 

TAFF MEMBER: In this article the 
author gives the net earnings of the 
Edgeless Safety Razor Co. for 1918 

as $458,000. I checked that up with the 
Antiquities Investment Service and find 
that they have $8,540,000. 

Eprtor: Did you look in the Temper- 
amental Manual? 

S. M.: Yes. They show a deficit of 
$584,000. On the other hand, a clipping 
in our files from the Police Gazette says 
that earnings before federal taxes were 
19 cents, and after deducting the excess 
profits tax, there remained a deficit of 
$11,247,000. 

Ep: Why don’t you telephone the com- 
pany’s secretary? 

S. M.: I did, but he is at Palm Beach 
and is not expected back until August 


restorer 


15th. The clerk stated that no one else 
had authority to give out any informa- 
tion. 

Ep: Well, let’s look in the Monthly 
Digest of Inanity. Ah, here it is! It 
says the company was not incorporated 
until January 3, 1919. We don’t seem to 
be making much progress. 

(Enter clerk.) 

Crerk: Here is a letter from “Old Sub- 


Adventures of Mr. Wanta Getrich Quick 


scriber,” complaining that in our issue of 
January 13, 1872, we gave the earnings 
of the New York Central for November, 
1871, at $64,721.34 when they should have 
been. $64,721.33%. He threatens to dis- 
continue his subscription. He says there 
is no excuse for such carelessness. What 
shall I tell him? 

(Phone rings.) 

Eprror: Yes? . . . Oh, all right... . 
That was from the author of the Edge- 
less Safety Razor article. He says the 
company has just gone into receivership 
and the article will have to be all re- 
written. 

(Exeunt omnes except Editor. After a 
few moments of gloomy thought, he takes 
his typewriter in hand and writes as 
follows :) 

After Reading Poe’s “The Bells.” 
Listen to the music of the dam; 
mear the water ripple o’er the dam; 
Gently gurgling, softly surging, 
With the sunlight coyly urging 
Wavelets o’er the dam, dam, dam, dam, 
dam. 

(Exit Editor, to buy a bottle of hair 

restorer.) 
> & 

The burning question in this country 

is what to burn.—Arkansas Gazette. 
*_ * * 

As a rule the kind of workmen who 
talk of revolting are.—Greenville (S. C.) 
Piedmont. ; 

* * * 
HE WAS TRYING TO DODGE THE 
FATE OF OLD DOG TRAY 


LAWYER well known in the finan- 
A cial district was observed recently 
by one of his friends going into 
Max’s “Busy Bee” lunchroom, where you 
get two large rolls and a cup of coffee 


‘for a nickel. 


“Heavens, man!” his friend exclaimed, 
“You don’t mean to tell me you eat 
here!” 


“Yes,” replied the lawyer, “I have to 
earn my living among crooks, but I want 
to eat among honest men.” 

se 


A good program for the United States 
this winter: Export—import—deport !|— 


Seattle Times. 
* * 


Germany is now right down to hard 


tax.—Judge. 
ra 


LTHOUGH, in the minds of most 
people, the Stock Exchange and 
Wall Street are synonymous, the ex- 
change really has only a small entrance 
on Wall Street. Its front faces Broad 
Street. This might perhaps be considered 
peculiarly appropriate by some of the 
people who are fond of talking about the 
“sharks of Wall Street,” as associated 
with that broad way which leadeth to 








destruction—destruction, presumably, be- 
ing the Curb Market a block further on. 

This Wall Street entrance defies super- 
stition in the number it bears. The 
country visitor starts down Wall Street 
and finds the Stock Exchange at No. 13. 
Warned in time, he passes on—only to 
come immediately to No. 23—J. P. Mor- 
gan & Co. This is the knock-out blow. 
He hurries back to Broadway and starts 
looking for 4-11-44, the lucky number in 
the game of policy. 








THAT'S A GOOD 
HUNCH. GUESS I'LL 
GO SHORT OF 


‘PEANUT 
PREFERRED 
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SELL ME 100 SHARES 
OF "PEANUT PREFERRED” 
AT ‘THE MARKET 








"PEANUT PREFERRED’ 
RISES 18 POINTS 


WHY DIDN'T ‘PEANUT 
PREFERRED’ DROP? THERE . 
WAS A STRIKE 


“ 
b) 
Z 
: “BR 
WHY, DON'T YOU KNOW 
THE MARKET ALWAYS 


DISCOUNTS BAD NEWS 
IN ADVANCE 
































Have You 
Recorded 


Your 
Securities 
for 1920? 


A Stock and Bond 
Register showing 
your holdings at a 
glance with in- 
come due you 
each month, and 
other important 
data, is invaluable. 


If you desire a 
copy, we shall be 
glad to mail it 
with our compli- 
ments—or if you 
will send us a list 
of your holdings, 
we will make the 
necessary calcula- 
tions in the Regis- 
ter for you with- 
out placing you 
under any obliga- 
tion. 


Address Dep’t‘M’ 


Robert C. Mayer & Co. 


Investment Bankers 


Equitable Bide. 
Hew York 


Tel. Recter 6770 


























Investment Inquiries 








JAPANESE BONDS 
Selling Low in Sympathy with American 
Issues 


Japanese Government bonds are selling 
low in sympathy with the decline in our 
own bonds, which are now at about the 
lowest level in their history. There is 
no reason why Japanese bonds should 
sell any higher when the yield on good 
American securities is out of all propor- 
tion to former prices. We believe the 
Japanese bonds are highly safe and we 
would rate them as an investment rather 
than a speculation. Japan is a nation of 
substantial resources and wealth and the 
country probably gained more financially 
out of the European war than any other 
nation. 


CHICAGO, GT. WESTERN 4s 
An Attractive Speculative Investment 


Chicago Great Western 4s of 1959 are 
covered by a direct mortgage on 1,000 
miles of road, being a first and only 
mortgage lien on the railway properties 
of the company, except that covered by 
the Minneapolis Terminal 344s. The rate 
per mile is about $34,215. These bonds 
were underwritten in 1909 at 92 and were 
sold at prices to yield 434 per cent. They 
have declined from an average level of 
about 75 to current prices. The company 
earned its interest charges, on an aver- 
age, about 2% times between 1916 and 
1918; to cover its bond interest of a trifle 
over $1,000,000, the company earned about 
$1,300,000 in 1917 and $2,300,000 in 1916. 
Owing to the peculiar conditions sur- 
rounding companies of this kind, Chicago 
Great Western reported a deficit in 1918, 
but it is not believed that these condi- 
tions will continue to hamper the com- 
pany much longer. With the smoothing 
out of the railroad situation we believe 
these bonds will do substantially better. 
—Vol. 25, No. 3, Pg. 152. 
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ST. LOUIS SOUTHWESTERN 4s 
Company Has Good Earnings Record 


St. Louis Southwestern Railway Ist 
Consolidated 4s appear to be a good 
speculative investment at the present 
time. The road earned nearly $3,000,000 
last year and its compensation was close 
to $4,000,000. Interest charges of the St. 
Louis Southwestern amount to less than 
$3,400,000 and were covered by a good 
margin in 1916, 1917 and 1918. Consid- 
ering the good record of the company 
and the strong position of the bond mar- 
ket in general, we believe that the Con- 
solidated 4s can be purchased with a con- 
siderable degree of confidence, as a semi- 
investment bond that should sell higher 
when railroad conditions improve. 


DELAWARE & HUDSON 
Dividends Not Fully Assured 


Delaware & Hudson has paid a 9 per 
cent dividend for the past 13 years, but 


for the past two years earnings have been 
very meager on the basis of actual op- 
erating results. In 1918 only 2 per cent 
was earned on this basis, and this year’s 
earnings are running somewhat lower. 
The standard return provides a small 
margin of safety, but unless the railroads 
receive a generous rate increase it seems 
quite evident that stockholders face a 
dividend reduction. This is somewhat 
reflected in the present price of the stock 
which yields almost a 10 per cent return. 
However, the cut in the dividend, if it 
comes, may be a rather drastic one. The 
company has a surplus amounting to over 
one-half the amount of the capital stock, 
and it may decide to draw on surplus for 
dividends, in spite of the decline in net 
working capital in the past two or three 
years. The company’s other income in 
1917-18 averaged about $4,700,000 as com- 
pared with about $1,500,000 in previous 
years. This was undoubtedly due to 
large earnings from the coal properties, 
for which the company reports in its bal- 
ance sheet a value of over $18,000,000. 
As its properties are in the Anthracite 
district it was presumably not greatly af- 
fected by the recent strike troubles and 
hence earnings will probably continue 
close to the levels of 1917-18. However, 
the possibility of a decline in coal earn- 
ings must be kept in mind. 


LEHIGH VALLEY 
Not Attractive’ at Present Prices 

Lehigh Valley this year reduced its 
dividend from 10 to 7 per cent, after hav- 
ing paid at the former rate or higher for 
eight years. Last year the company 
earned only about 3% per cent, while this 
year’s earnings will barely suffice to cover 
fixed charges. This does not seem to be 
adequately reflected in the price of the 
stock, which around present prices of 
about $40 yields less than 9 per cent. 
While the stock may sell upward in sym- 
pathy with. the railroad group as a whole 


“on any final settlement of the railroad 


problem, we do not favor it for purchase 
at present levels. Of course, part of the 
company’s difficulties may be due to di- 
version of traffic under the Government 
regime, but it is better to buy stocks of 
those rails that can safely weather the 
return to private operation, such as Nor- 
folk & Western, Pere Marquette, New 
York Central, etc. 


RAY CONSOLIDATED 

Future Depends on Course of Copper 

Total production from all sources of 
the Ray Consolidated Copper Co. for 1918 
amounted to 86,919,270 pounds, compared 
with 92,207,356 pounds in 1917, and 77,- 
858,723 pounds in 1916. Production of 
the company during 1919 has been throt- 
tled down to about 50 per cent of capac- 
ity. 

According to a recent official statement, 
the average cost per pound of all net 
copper produced by the company in the 
third quarter of 1919 was 15.53 cents, 
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without taking into account gold and sil- 
ver values or miscellaneous, These costs 
include a charge of 15 cents a ton of ore 
treated for the retirement of mine devel- 
opment expenses, but are exclusive of 
estimated federal income and profits 
taxes. Increase in costs is attributed to 
a wage increase of 75 cents per shift put 
into effect last July. 

Dividends, including capital distribu- 
tions, of the company for the years 1913 
to 1918 inclusive, were as follows: 1913, 
$1.12%4; "14, $0.75; 15, $1.25; °16, $2.75; 
"17, $4.20, and 1918, $3.25. Annual rate 
in 1919 was reduced to $2 a share. 

Earnings, which amounted to 25 cents 
a share in 1911, reached $7.65 per share 
in 1916, and fell to about $3 a share in 
1918. Earnings of the year 1919 are ex- 
pected to show a fair margin over pres- 
ent dividend requirements. 

Future of the Ray Consolidated is en- 
tirely bound up in the general market 
for copper metal, which good observers 
believe should improve considerably in 
1920. The company is a good earner 
under favorable conditions, and the pres- 
ent price of the stock seems low. 


KENNECOTT COPPER 
Low Cost Producer with Good Prospects 


Kennecott Copper corporation is one of 
the lowest cost producers of copper in 
the country. Production costs at present 
run less than 10 cents a pound. Its pres- 
ent large earning power is to a great ex- 
tent due to the prevailing high prices for 
silver, which metal forms a considerable 
percentage of the company’s production. 

Properti.s controlled by the Kennecott 
Corporation include the Bonanza and 
Jumbo mines, located at Kennecott, 
Alaska; The Braden Copper Mines Co., 
of Chile, S. A., and the Alaska Steam- 
ship Co. Ore in the Alaska mines is of 
two grades, one low grade, averaging 
about 12 per cent copper, and a high 
grade, pure chalcocite ore, running in the 
neighborhood of 70 per cent copper. The 
Braden property in Chile has 263,506,356 
tons of developed and partially developed 
ore of an average grade of 2.26 per cent. 

Production at the Kennecott properties 
has been kept down during 1919 owing 
to the unsettled condition of the copper 
market. However, it is stated that the 
company’s low cost and high silver con- 
tent assure profits of more than enough 
to cover dividend requirements. With 
any change for the better in the copper 
market the company should be among the 
first to profit, and for that reason the 
present low price of Kennecott stock 
would seem to be attractive—Vol. 25, No. 
3, Pg. 154. 


——- 


ERIE RAILROAD 
Holders Would Do Well to Switch 


We are not at all favorably impressed 
with Erie, even at prevailing low prices, 
and would suggest that you switch into 
another low-priced rail having better 
prospects. The earnings of Erie have 
never been very impressive, and the com- 
mon stock is as far from dividends today 
as it has been at any time. Conditions 
created by the war have affected almost 
all railroads adversely, but especially 
Erie. In 1918 there was an operating 
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FIFTH AVENUE OFFICE 
Fifth Avenue and 43rd Street 


Capital and Surplus 








January Investments 


pore January Issue of our 
monthly publication, “Jnvest- 
ment Recommendations,” is ready for 
We shall be pleased 
to send you this booklet, and to 
give additional information regard- 
ing investment securities, 


A complete list of our other book- 
lets and pamphlets of interest to 
investors will be sent on request. 


Guaranty Trust Company 
of New York 


140 Broadway 


Resources more than 


MADISON AVENUE OFFICE 
Madison Avenue and 6oth Street 


$50,000,000 
$800,000,000 














deficit of about $1,000,000 and a net defi- 
cit of more than $2,000,000 after fixed 
charges other than interest reqdirements. 
On the basis of the Federal guarantee, 
the company earned a little more than $3 
on the common stock. The Government 
has lost “heavy” money on Erie. The 
bonded debt of the road per mile is much 
in excess of the average bonded capitali- 
zation of the roads in this country, and 
the system needs money badly, which it 
can possibly get only by sale of more 
bonds. 

The system has not been maintained 
in remarkable fashion, and while some 
improvements and betterments have been 
made in the past two or three years, de- 
cidedly more improvements will have to 
be made before the road can compete 
with the systems in its territory. Erie's 
coal properties are quite valuable, but 
they uave been “milked "for years. The 
position of the Erie after its return to 
private operation depends in good meas- 
ure upon what legislation is finally 
passed. We are inclined to the view that 
only a sharp advance in rates and some 
liberal financial assistance can put Erie 
on the road to substantial improvement, 
and that if these are not forthcoming at 
an early date, trouble of a pretty serious 
character is imminent. 


COLORADO FUEL & IRON 
Steck Has Speculative Possibilities 


Colorado Fuel & Iron Company has 
outstanding $2,000,008 8 per cent cumu- 
lative preferred stock and $34,235,500 
common, both of par value $100. The 
company paid dividends of 75 cents quar- 
terly for the four quarters of 1918. Earn- 
ings for 1918 amounted to about 137 per 
cent on the preferred stock and 7.5 per 
cent on the common, compared with 
earnings of 8&2 per cent on the preferred, 
and 4.34 per cent on the common in_ the 
previous year. The stock at present lev- 
els is within 6 points of its low price for 
the current year, and we believe it has 
good possibilities of an advance. 


ATLANTIC CITY GAS_CO. 

Too Uncertain an Earner te Be Attractive 

The Atlantic City Gas Company is con- 
trolled by the Atlantic City Company 
through ownership of 99 per cent of its 
capital stock. This company was for a 
time in the hands of a receiver who was 
appointed in July, 1918 The receiver 
was soon discharged, however, the court 
upholding the company’s contention that 
it was not insolvent. The company has 
not been very regular in the payment of 
interest on the bonds and has reported 
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Canada— 
The Investor’s 


Opportunity 

The high premium on Amer- 
ican funds is causing hun- 
dreds of United States In- 
vestors to buy high-grade 
Canadian Bonds and Deben- 
tures. 
The discount at which Amer- 
icans can buy them makes 
their yield exceedingly at- 
tractive. Their security is 
sound; they are readily mar- 
ketable. Principal and inter- 
est on many of them are 
— in American funds. 

© give you an idea of the 
opportunities offered by the 
Canadian investment field— 
write for a copy of the Spe- 
cial United States Edition of 
Investment Items, our month- 
ly publication. It will repay 
your reading. 
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Aluminum: Manufactures 
Inc. 
7% Preferred Stock 


Largest producer of alumi- 
num casting in the United 
States. 

A subsidiary of the Alumi- 
num Company of America, 
the leading factor in the 
aluminum industry. 

Annual net earnings for four 
years over five times divi- 
dend requirements. 

New plants recently opened 
increase previous capacity 
by more than 200%. 


Price to yield 7% 
Circular “AM” on request 
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a deficit after charges for sortie .years 
past. We would not recommend the pur- 
chase of these bonds, particularly because 
they are inactive and without wide sala- 
bility. 

NATIONAL LEAD COMPANY 
Large Earning Power and Expanding 
Business 
National Lead Company, founded in 
1891, owns 26 plants, including white lead 
works, smelters and refineries, and a pro- 
ducing mine. The concern is one of the 
largest manufacturers of lead for paint 
in this country, and its brands have been 

famous for many years. 

Earnings of the company have been 
consistently good since its organization 
and have taken a pronounced upturn in 
the last few years, rising from about 
$3.75 a share in 1914 to $15.50 in 1917, 
and $13.50 in 1918. These earnings fig- 
ures are obtained after heavy charges to 
depreciation, etc. 

National Lead Company has main- 
tained a policy of extreme conservatism 
with regard to dividends. The preferred 
shares have received their 7 per cent al- 
lotment since 1893, and the common is 
now on a 5 per cent basis, although this 
figure is being earned four or five times 
over. 

Business of the company is expanding 
with the building business throughout 
this country, and there seems no reason 
to fear any pronounced reaction in its 
earnings for some years. 

National Lead stock offers good in- 
vestment opportunities, in our opinion, 
at the present time. 


AMERICAN SHIP & COMMERCE 

Should Share in Marine Prosperity 

The American Ship & Commerce Cor- 
poration is a holding company, formed 
early in 1919, with an authorized capital 
stock of 1,500,000 shares, no par value, of 
which about 500,000 shares are outstand- 
ing. It represents a merger of several 
important shipping companies,: of which 
the William Cramp & Sons Ship & En- 
gine Building Company and the Kerr 
Navigation Corporation were the nu- 
cleus. Income of the holding company 
will be derived from dividends received 
from its interests in controlled com- 
panies. No income account has been 
made public by American Ship & Com- 
merce at this writing, so estimates of its 
earning powers can only be made accord- 
ing to the past performances of its sub- 
sidiaries. The company’s board includes 
some good names, among others being J. 
Leonard Replogle, H. F. Kerr, and P. 
W. Herrick, and it seems reasonable to 
expect that it will get a big share of 
the boom in shipping, which many people 
expect as soon as the foreign exchange 
situation and the matter of extending 
credit to Europe can be adjusted. Amer- 
ican Ship & Commerce in our opinion is 
a good speculation at its present price 
of about 15 points off from the high of 
this year. 


LAKE ERIE & WESTERN 
Purchase Not Advisable at Present Prices 
Lake Erie & Western is selling at its 
present comparatively low levels due to 
the falling off in earnings since the be- 
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Working for You 

When you invest in Pre- 
ferred Stocks of New Eng- 
land industries, your invest- 
ment is intelligently at work 
for you. 

Just as skilled artisans 
command high wages so does 
the earning power of your in- 
vestment return the highest 
yield consistent with safety. 


Our booklet MW-356 deseribes seven selected 
New England Preferred Stocks yielding. 


61% to 8% 


May we send you a copy? 


Hollister.White & Co. 
$0 Congress Street 
BOSTON 


















































Income Return may 
be increased by tak- 
ing advantage of 
present low prices 
of high grade se- 
curities. We offer 
our counsel and 


suggestions, 


| J. M. Byrne & Co. 


Members New York Stock Exchange 
Telephone Rector 7000 


60 Broadway New York 
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ginning of the year. For the first nine 
months of the current year the company’s 
earnings’ rate fell below expenses, taxes 
and rentals. It has not paid dividends 
since 1908, and on the basis of the stand- 
ard return nothing is earned on the stock. 
In view of the irregular trend of the 
company’s earning power over a period 
of years we would not advise purchase 
of the shares. 


TRANSCONTINENTAL OIL COMPANY 
Speculative Possibilities for a Long Pull 

The Transcontinental Oil Co. was in- 
corporated July 1, 1919, under the laws 
of Delaware, and acquired the following 
companies: Tex-Penn Oil Co., Inc., 
W. Va.; Pittsburgh Texas Oil & Gas Co., 
Inc., W. Va.; Riverside Eastern Oil Co., 
Inc., Delaware; Riverside Western Oil 
Co., Inc. W. Va. Through the acquisi- 
tion of these companies, the Transcon- 
tinental Oil Co. now has a total land area 
of 174,500 acres, distributed throughout 
Comanche, Oldham, Callagan, Edwards, 
Brown, Kimble, Kerr, Real, Sutton and 
Valverde Counties, Texas. In addition, 
the company owns about 800,000 acres of 
oil lands in Colombia, S. A., where val- 
uable oil seepages have recently been dis- 
covered. The company owns a refinery 
for its oil with a capacity of 3,000 barrels 
daily, and has also acquired seventeen 
gasoline plants besides about 300 miles 
of pipe line and 400 tank cars of from 
8,000 to 10,000 gallons’ capacity each. 
‘The company is constructing at present 
six large storage tanks of 55,000 gallons 
each. 

So far as we know the company cannot 
be ranked with established producers of 
oil. Its future must remain comparative- 
ly obscure at least until adequate trans- 
portation facilities from its various prop- 
erties, as well as the development of 
those properties, can be effected. How- 
ever, the potentialities of its holdings are 
admittedly large and it might be well to 
consider this stock among the long-pull 
speculations with possibilities. The 
shares are “off” about 20 points, and 
around 35 there is a probability of a fair 
upswing. But Transcontinental through 
its heavy capitalization can only be 
classed as a speculation at present. 

CHANDLER MOTORS 
Has Expanded Very Rapidly Since 1914 

Few companies have expanded as rap- 
idly as the Chandler Company. In 1914 
the company turned out only 1,895 cars; 
in 1917, the output was around 17,000 
cars, and in 1918 production declined to 
9,172 cars; production for 1919, however, 
is estimated at close to 20,000 cars, and 
it is understood the company is booked 
to turn out 18,000 cars in the first six 
months of 1920. 

Capitalization was recently changed 
from 70,000 shares of par value $100 to 
210,000 shares of no par value. Earnings 
on the old stock in, the three years to 
1918, in order, were: 24.5 per cent, 34.03 
per cent, and 31.35 per cent. It is ex- 
pected that the company will show about 
$50 a share on its new stock for 1919, 
equivalent to $150 a share on the original 
issue. 

We believe that Chandler shares have 
substantial possibilities and would not 
be surprised to see them selling at their 
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The Advantages 
of Buying Odd Lots 


You with small capital may not realize what 
an opportunity Odd Lots offer. 


You envy the man who has capital or credit 
and can buy sound securities. In Odd Lots 
you have the same opportunity. 


Let us tell you all about it. 


Write for booklet S-12 
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WE HAVE AN ACTIVE MARKET IN THE FOLLOWING 


Acme White Lead & Color 
Works 


Columbia Sugar 

Detroit Edison 

Edmund & Jones 
Holland-St. Louis Sugar 
S. S. Kresge 

Minnesota Sugar 

Parke Davis & Co. 


Ford of Canada 
Reo Motor Car 
Packard Motor 
Paige-Detroit 
Hupp Motor 
Continental Motors 
Federal Truck 
Michigan Stamping 


Write us for information concerning any of the above 


JOEL STOCKARD & COMPANY 


150 PENOBSCOT BUILDING 
DETRIOT MICHIGAN 














high record price of 141 in the near fu- 
ture. 


WORTHINGTON PUMP 

Company’s Earnings Warrant Dividends 

Worthington Pump Company manu- 
factures and sells all kinds of pumps and 
compressing, condensing and conducting 
machinery and is among the leaders in 
these industries. The company was 
formed in 1916 as successor to the Inter- 
national Steam Pump by reorganization 
and acquired six other corporations, in- 
cluding the H. R. Worthington Corpora- 
tion, engaged in the same line of busi- 
ness. It has secured a strong hold on 
European business through the merger of 
its English subsidiary and James Simp- 
son Co., Ltd. into the Worthington- 
Simpson Co., Ltd. 

The company does not make any state- 
ment as to condition excepting in its an- 
nual report, so no official earnings state- 
ment is available later than for the 1918 
year. Unofficially, however, the company 
is stated to be doing a remarkable busi- 
ness. It has undoubtedly already com- 
pleted the major part of its re-adjust- 
ment to a peace basis and has been con- 
servative in amortizing and providing 
depreciation for the properties, which it 
acquired to do war work. 

Earnings of the company in 1918 
amounted to 19.93 per cent on the com- 
mon stock after all charges and appro- 
priation of $4,000,000 for Federal taxes. 
Before making these deductions, earnings 
amounted to $90 a share. In the three 
years ended December 31, 1918, nearly 55 
per cent was earned for the stock, after 
preferred dividends, none of which has 
been paid out. There have been numer- 
ous rumors that the directors will start 
dividends on the common soon, and the 
stock offers good possibilities—Vol. 25, 
No. 4, Pg. 205. 





SUGGESTIONS ON INQUIRIES 


The heavy volume of inquiries which 
this publication is receiving makes it nec- 
essary to ask our subscribers to co- 
operate with us in order that we may 
maintain and improve the high quality of 
service which the Investors’ Personal 
Service Department renders to our read- 
ers. We, therefore, suggest that:- 

1. Not more than three inquiries be 
submitted at one time. Occasionally a 
subscriber sends in a long list of securi- 
ties, asking for an opinion on each. The 
careful manner in which the Department 
handles its inquiries makes it impossible 
to give same the immediate attention 
necessary, without slighting other in- 
quiries. 

2. Trial subscribers are entitled to an 
opinion on ONE security, in terms of our 
“trial offer.” 

3. In case an immediate answer is de- 
sired on more than three securities, we 
make a charge of $1 each for the addi- 
tional number (but not to Investment 
Letter subscribers). 

4. Enclose stamp or stamped self- 
addressed envelope. 

The above suggestions are drawn up 
for the benefit and protection of our sub- 
scribers, and those inquiries which con- 
form with them will receive first atten- 
tion. 
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more important issues 





Current Stock Offerings 


The salient facts concerning current stock offerings. No opinion or rating 
of any kind is attempted, and the object is purely to keep readers informed on the 








CANADIAN Connecticut Cotton MILLs, 
Lrp., 8 Per Cent. Cum. Part. Prer. 
Company is largest manufacturer in Can- 
ada of square and cord fabric for auto- 
mobile tires, and, the demand by Can- 
adian tire manufacturers has always been 
in excess of the capacity of its mill. The 
business was established in 1913 by in- 
terests controlling the Connecticut Mills 
Co., one of the largest American manu- 
facturers of tire fabric. The same group 
will continue in control and operation of 
company. It is planned to substantially 
double the company’s capacity during 
1920. Preferred dividends have been 
earned with very liberal margins, and 
the increase in capacity should improve 
the margin of safety even further. Net 
tangible assets as of September 10, after 
giving effect to the new capital provided 
for by present financing will be in ex- 
cess of $5,000,000, or about $170 a share 
of the preferred. Redeemable as a whole 
or in part at 101 in 1920, the redemption 
price increasing 1 per cent. per annum, 
but not to exceed 105. Beginning on or 
before January 1, 1922, an annual sink- 
ing fund of $250,000 will buy or call the 
preferred at prices not exceeding the re- 
demption figures. In addition to the 8 
per cent. cumulative dividend, the pre- 


ferred is entitled to dividends to the ex- © 


. tent of 10 per cent. of the amount of any 
dividends paid to the common, but such 
disbursements shall not exceed in any 
year 2 per cent. of the largest amount, 
par value, of preferred outstanding. 
Capitalization, no funded debt; outstand- 
ing: $3,000,000 preferred, 100,000 voting 
shares, class A, and 50,000 non-voting 
shares, class B, par of both classes being 
$10. Dividends paid to American hold- 
ers will be subject to normal federal in- 
come tax, since issuer is Canadian cor- 
poration, and certificates of ownership, 
Form 1001A_ required. Offered to 
amount of $3,000,000 at 97 to net 8.25 per 


cent. 


Castte Kip 8 Per Cent. Cum. 
Prer. Concern a Delaware corporation, 
which is taking over without change of 
name, management or control, all the as- 
sets and the capital stock of a New Jersey 
corporation formed in 1901, to engage in 
the tanning, finishing and marketing of 
kid-finish and shoe upper leather . Plant at 
Camden, N. J., where it has capacity to 
turn out 1,000,000 square feet of leather 
monthly. The company has favorably 
known brands and trade-marks, and it 
has established selling agencies in a 
number of important cities. Sales have 
shown remarkable growth, and present 
business is limited only by its capacity. 
Earnings cover preferred dividend re- 
quirements with a very wide margin. Net 
quick assets amount to about $160 a 
share, and net tangible. assets, $185. 
There are a number of protective provi- 
sions for the preferred. Annual sinking 
fund amounts to 15 per cent. of net earn- 
ings after preferred dividends, but in no 
event shall this amount be less than $75,- 
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S. F. 


000, and the fund shall be used to pur- 
chase the preferred at not over 112. Total 
amount of preferred issued and author- 
ized $1,500,000 so that the entire issue 
should be retired in less than 20 years. 
Issue also callable in whole or in part at 
112. Capitalization, no funded debt; out- 
standing: $1,500,000 prefered and $500,- 
000 common, par value of both classes 
$100. Offered at 100 to net & per cent. 


GoopyeaR Trre & Rusper or CANADA, 
Lrp., 7 Per Cent. Cum. Prer. Company 
largest and most successful manufacturer 
of tires and rubber products in Canada, 
and is a subsidiary of the American 
Goodyear Company, which is the largest 
tire producer in the United States. Inti- 
mate relations with Goodyear gives sub- 
sidiary benefit of using its patents, labor- 
atories and compounds, and enables the 
company to buy its raw materials very 
economically. Property contemplates 
large expansion in its capacity to meet 
tremendous demands, and proceeds of this 
issue is to be used for working capital. 
Earnings cover preferred dividend re- 
quirements many times over. Total net 
assets amount to $200 a share, and com- 
pany is required to maintain this ratio at 
all times. A number of other safeguards 
have been provided for the preferred. 
Net quick assets amount to $115 a share, 
and this ratio must always. be main- 
tained. Company’s capitalization, upon 
completion of present financing, auth- 
orized: $15,000,000 preferred and same 
amount of common, par value of both 
classes $100. Issued, $4,500,000 preferred 
and $5,331,000. Company has plenty of 
securities to sell if more funds are need- 
ed. The 1920 prospects are stated to be 
highly favorable. Provision is made for 
the annual retirement, beginning 1923, of 
an amount equal to 2% per cent. of larg- 
est amount of preferred which has been 
outstanding at any one time. Offered to 
amount of $4,500,000 at 97%4 to net 7.18 
per cent. 


Locomosite Company. Plans to acquire 
business and assets of the Locomobile 
Co. of America, one of the first concerns 
in this country to produce automobiles in 
any quantity. The Mercer Motors Co. 
will, subject to appropriate action by its 
stockholders, acquire a substantial block 
of the common stock of the new company, 
and will acquire an option to purchase 
from the new concern 100,000 shares of 
common stock at $35 a share. This will 
make the Mercer Co. the largest indi- 
vidual holder of the stock, and will later 
enable it to acquire control. Mercer 
Motors is in a strong financal position, 
and its excellent talent combined with 
that of the old Locomobile property will 
be of great value to the new concern. 
Earnings for the 12 months ended June 
30, 1919, after interest charges and pre- 
ferred dividends, are equal to about 
$4.65 per share on the common stock 
presently to be issued. Company is stated 
to be well booked with orders, and is re- 
ported to be well able to handle them. 


Empire Gas’ and 
Fuel Company 
8% Preferred Steck 





Backed by large equities 
in Producing, Transport- 
ing, Refining and Dis- 
tributing properties. 


Sinking Fund Provision. 
Cumulative Dividends. High 
Earning Power. Attractive 
Income Yield. 


Circular 1- and detailed infor- 
mation mailed upon request. 
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January 
Investments 


We have prepared a circular descriptive of our January recom- 
mendations comprising 


Municipal Bonds 
Yielding from 4.45% to 4.85% 


Corporation Bonds 
Yielding from 554% to 7% 


French Cities Bonds 
Yielding 6.80% 


Preferred Stocks 
Yielding from 514% to 8% 


We shall be glad to supply complete information and confer with 
investors relative to the purchase and sale of securities. 


CIRCULAR M. W. ON REQUEST 


ESTABROOK & CO. 


24 Broad St., New York 15 State St., Boston 
BALTIMORE SPRINGFIELD 




















American Gas and Electric Company 
6% Cumulative Preferred Stock 


Operates gas, electric and water companies in | 16 communities hav- 
ing an estimated population of nearly one million. 


Company does not operate any Street Railways. 

Present earnings, after deducting all expenses and interest charges, 
more than four times dividend requirements of preferred stock. 

Preferred stock is followed by $5,439,750 par value common stock 
having a present market value of over $1 3,000,000. 


PRICE: 41 and accrued dividends 
to yield 7.32% 


KIELY & HORTON 


Investment Securities 
40 Wall Street 
Telephone 6330 John 

















The outlook for the property is very en- 
couraging. Net tangible assets per share 
as of June 30, 1919, amounted to about 
$17.50 of new stock (no par value). Cap- 
talization to be presently issued $1,416,- 
000 bonded debt, $3,356,000 preferred and 
200,000 shares common, no par value. 
Bonds being retired, and there is a lib- 
eral sinking fund for retirement of pre- 
ferred. A number of other provisions 
safeguarding preferred. 

Lamson & Husparp CanapiAn Co., 
Lrp., 8 Per Cent. Cum. Conv. Prer. 
Company incorporated in November, 1918, 
to take over the Canadian fur-trading in- 
terests of the Lamson & Hubbard Corp., 
consisting of a 9 fur-trading posts in the 
Mackenzie River region. Company's 
transportation system insures efficient 
service to its trading posts, besides fur- 
nishing a substantial source of revenue 
from outside traffic. Business consists 
chiefly in the purchase at wholesale of 
merchandise which is distributed at the 
company’s various posts and exchanged 
for raw furs which are sold in the lead- 
ing fur markets. Proceeds from sale of 
preferred and common stock will be 
used to establish and equip 9 additonal 
posts and to develop a new business in the 
Hudson Bay region. Preferred dividends 
earned with very wide margin, and in- 
creased volume of business should give 
issue even larger margin of protection in 
time. Convertible into common at any 
time, share for share. Capitalization, 
outstanding: $1,000,000 preferred and 15,- 
000 shares of common, no par value, and 
10,000 shares reserved for conversion of 
preferred. Issue callable at 110 and an- 
nual sinking fund of 2 per cent. of maxi- 
mum amount of preferred outstanding. 

Ranp Mines, Ltp. One of the fore- 
most gold mining companies in the world, 
and operates in the Witwatersand dis- 
trict of South Africa, which district at 
present supplies almost half of the world’s 
total gold production. Rand Mines is 
chiefly a holding company, but also owns 
extensive mining claims and other proper- 
ties in South Africa. Holdings are dis- 


tributed over some 30 companies, among 


them the most important mines operating 
in the Rand. There has been a continu- 
ity of management since the formation of 
the company, and its policy has always 
been a forward-looking one. Metallurgi- 
cally the Rand mines lead the world; that 
is, the mines can be worked most econom- 
ically. The labor cost is very favorable 
compared with other gold producing re- 
gions. Taxation of company’s income is 
negligible. Net income for the 10 years 
ended December 31, 1918, totaled 10,- 
571,000 pounds, of which all but 500,000 
pounds has been paid out in dividends, 
which have been on the annual average 
of 197 per cent. on the outstanding shares. 
Company suffered quite severely during 
war, but removal of restrictions on sale 
of its products coupled with premiums 
paid for gold, due largely to abnermal 
exchange conditions, should benefit it 
greatly. On other hand, American in- 
vestors stand to gain from appreciation in 
exchange value of pound sterling. Low- 
ering of commodity prices will mean in- 
creased purchasing power of gold and re- 
duction in operating costs. Issued 2,125,- 
995 shares, par value 5 shillings (20 shill- 
ings to pound). 
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Current Bond — 


Briefly Discussed and Analyzed 














Issue 
Government and Municipal: 
*City of Paris 5% Bonds of 1919 
*City of Canton, Ohio School 5s 
*City of New Rochelle, N. Y. 4%4s 


City of New Brunswick, N. J., Gen. 434s. 


City of Youngstown, Ohio, Imp. 5s 


*Maricopa County, Ariz., Highway 5%s... 


Railroad: 
*Jacksonville, Fla., Terminal 5s 
Public Utility: 


*Toledo Traction, Light & Power Ist Lien 7s.Dec., 


*West Penn Power Conv. Deb. 6s 


Great Western Power of Cal. Ist. & Ref.6s.March, 1949 
Southern Counties Gas Co. of Cal. 6% Notes. 


Industrial : 
*Atlantic Fruit Conv. Deb. 7s 
Holland Land Ist 15-Year 6s 
*Credit Finance Deb. Gold 7s 


Rowland Power Cons. Colleries Ist 6s.... 


Textile Building, Cleveland, 1st Lease 7s. 


(a) Exempt from Federal Income tax, includi 


tax to the amount of 2%. (c) Exempt from F 


ing estate oe inheritance taxes. 
100 denominations. ¢ 
(g) Without deduction from Federal income tax up to 4% so far as 


Son. te) Available in $500 and $ 
Federal normal ~~. ied 


is legally permitted. Discussed in text. 


Yield to 
Maturity 


Offering 
a 


1920-’59 100. Sq 108.11 420% (a) 
1922-40 a (a) 
1921-’40 100.28@102.01 1m (a) 
1920-’30 ...4.00@465 (a) 
1930-49 104.05@107.67 5.00 (a) 


(b) 


(b) (d) 
(b) 
(b) (e) 
(b) 


(d) 
(e) (c) 
700 (g) 
700 (e) (g) 


pays normal income 

State and Munici ‘axation as to interest 
Available in $1,000 and 

Exempt from State and 


84.34 6.00 
7.50 
7.00 

96 6.30 
95@99 7.05@7.20 


7.30 
6.00 


1921 99 
1924 96 


1920-'24 
1934 97 
100 


105 
— 


(b) toni 








City or Paris 5s. Issued to refund 
municipal short-term bills floated during 
war to meet extraordinary expenses 
created by war conditions. Authorized 
amount of issue, 1,500,000,000 francs, and 
available only in denominations of 500 
francs. Bonds secured on general rev- 
enues of City, and redeemable by six 
drawings per annum extending over 
period of 60 years. Coupons will be sub- 
ject to payment of taxation in France, so 
that the nominal revenue will be some- 
what less than 5 per cent., or about 4% 
per cent. Attraction in bonus feature and 
in possible exchange profits. Up to 1921 
no bonds of this issue are redeemable at 
less than 200 per cent. of face value; 
after that time part of the bonds will be 
paid off at par, and the balance at par 
with premiums ranging to 1,000,000 
francs. At October drawing in each year, 
the first number falling out of spherical 
cylinder containing all the numbers will 
be redeemed by the City Treasury with a 
bonus of 1,000,000 francs. At the other 
five drawings, the first bond drawn will 
be redeemed with a premium of 200,000 
francs. In addition there are a number 
of other bonus features. In short, bonds 
are of “bonus” type, or really a part of 
lottery, though, of course, it contains no 
“blanks” so called, and the purchaser has 
a conservative bond. The income basis 
is not very large. Franc exchange now 
at about 10.72, so that the possibilities for 
exchange profits are good, since the 
parity point of franc exchange is 19.3. 
Believe that the bonds offer a unique op- 
portunity for large speculative profits and 
also a fairly good investment holding. 

Maricopa County 5%s. County, lo- 
cated in south-central part of Arizona, 
was organized in 1871. Approximately 
400,000 acres of the county are now 
under intense cultivation. Farm land in 
county has a value of about 45 per cent. 
of total of all farm property in State. 
Phoenix, county seat, is capital of Ari- 
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zona. County has excellent transporta- 
tion connections, and these bonds were 
authorized to pay for the construction of 
a system of permanent roads, to the cost 
of which the Federal Government has 
agreed to contribute a substantial amount. 
Total bonded debt less than 5 per cent. 
of assessed valuation of property in 1918, 
and population estimated at 83,420. Bonds 
are a full and direct obligation of county, 
and are payable from unlimited taxes on 
all taxable property within the county. 

JACKSONVILLE TERMINAL 5s. Guaranteed 
interest and principal, jointly and sever- 
ally by the Atlantic Coast Line, Florida 
East Coast, Seaboard Air Line and 
Southern Railways. Secured by a mort- 
gage on three tracts of land in the City 
of Jacksonville, Fla., containing 151 acres, 
excepting therefrom 30-foot rights of way 
belonging to the first and third named 
roads, and the right of way owned by the 
Atlantic & East Coast Terminal Co., to- 
gether with all the buildings, equipment, 
franchises, income, etc. Authorized $3,- 
500,000 ; outstanding $2,100,000. A strongly 
secured issue, and yield of 6 per cent. 
makes bond an attractive purchase for 
income. In more normal bond market, 
issue should show good market apprecia- 
tion. 

Toledo Traction, Light & Power 7s. 
Does practically all the public utility busi- 
ness of the City of Toledo. The electric 
light and power properties of the system, 
upon which these bonds are secured, are 
stated to have a value much in excess of 
the $10,000,000 bonds issued and they are 
secured by a first collateral lien. The 
franchises are reported td’ be unlimited 
as to time. Omitting traction properties, 
earnings from electric light and power 
business alone show earnings sufficient to 
cover interest charges more than twice 
over annually. Expansion in capacity 
contemplated. Bonds will be secured by 
deposit with trustee of subsidiary com- 
panies’ bonds and stocks owned by parent 


First Mortgage 6% S. F. Gold Bonds 


Piedmont Power 


& Light Co. 


Due May 1, 1934. 


The net earnings of the Company 
showed over 100% increase as reported 
for year ending Sept. 30, 1919. They 
are over 4 times the interest on the bonds. 
There are strong Sinking Fund provisions 
and the Company has a very favorable 


power contract. 


Mass. Income Tax Refunded 
Conn. Personal Property Tax Refunded 
Penna. Personal Property Tax Refunded 

4% Federal Income Tax Paid er Refunded 


Send for Circular “M” 


PWBrovks & rn 


CORPORATEOD 
118 Broadwa: 
NEW YOR 
Stock Exch. Bldg. 
PHILADELPHIA 


945 Main St. 

BRIDGEPORT 

@ State St. 
BOSTON 
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Bonds as Safe 
as our Cities 


Investors should read the 


second edition of our booklet 
“Bonds as safe as our Cities.” 
This booklet describes the 
many advantages of Munic- 
ipal Bonds for the conserv- 
ative investor. 


{NUNAUOONTUUAEUATEGA LAUT 


Interesting tables of growth 
in value of manufactured 
products and of population 
contained in the new edition 


of this booklet. 
Ask for Booklet S.W. 


William 2, mpton @ 


Government and Municipal Bonds 


‘‘Over a Quarter of a Century in 
This Business’’ 


14 Wall St., New York 


CINCINNATI 
NEW ORLEANS 
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CHICAGO 
ST. LOUIS 














Investments for Your 
January Funds 


THE following carefully selected 
securities are recommended to in- 
vestors: 


Imperial Japanese Gov't 
Ast 4% % Sterling Lean (English Stamped). 


Direct credit obligations of a, aon os 

and interest payable in New in 
fel bbe a el ad ate a 
87 per Pound Sterling. Due 1925. 


TO YIELD ABOUT 9% 


U. 
$4. 


Toledo Traction, Light & 
Power Company 
Ast Lien 7% 2-Year Gold Bends. 


To YIELD ABOUT 6.77% 


Central of Georgia Ry. Co. 


10-Year 6% Seoured Gold Bonds. 
Due 1929. Total capitalization of 's rail 


including leased lines and Gold 
is at moderate rate of only $34,321 per 
TO YIELD ABOUT 6.95% 


New Orleans & 
Northeastern Railroad 


Ref. & Imp. Mtge. 444% Gold Bonds 
Series “A.” Due 1952. 
An attractive issue formerly held largely in Europe. 
TO YIELD ABOUT 6% 


Central Argentine Ry. Ltd. 


10-Year 6% Conv. Gold Notes 
During the 10 years ended June 30, = o 
raged oves3% times 


Chic., Burlington & Quincy 
R. R. Co. 


Ul, Div. 34% and 4% Currency Bonds. 
Secured closed first mortgage 1646 miles 
road. - 1949. _ - 
TO YIELD ABOUT 5.19% 


Clreslars describing any ef the above issues on 
request. 


When writing please mention The 
Magazine of Wall Street 


The National City 
Company 


Main Office—National City Bank Bladg., ae 
Uptown Office—5th Ave. & 48rd 5S 


Cerrespondent Offices in more than 50 
Cities 

















company whose par value is liberally in 
excess of total amount of bonds issued or 
authorized. Company is under manage- 
ment of Henry L. Doherty & Co., of New 
York. Pennsylvania 4-mill tax will be 
redeemed by company. 


West Penn Power 6s. Company sup- 
plies electricity for light, heat and power 
purposes in 110 cities and towns in the 
Pittsburg district of Pennsylvania, a ter- 
ritory having an area in excess of 2,500 
square miles, and an estimated popula- 
tion of 475,000. Bonds a direct obligation 
of the company, and convertible after 
December 1, 1920, into 7 per cent. cumu- 
lative preferred stock, par for par, until 
December 1, 1924. Earnings cover total 
interest charges with a good margin, and 
the issue is well secured with asset values. 
Company has been showing good growth, 
and its prospects are very satisfactory. 
Franchise situation is stated to be “emi- 
nently” satisfactory. Tax exempt in 
Pennsylvania. A fairly attractive short- 
term investment. 


ATLANTIC Fruit 7s. Company and its 
predecessors for many years have been 
engaged in growing, shipping and selling 
bananas, cocoanuts and other tropical 
fruits. It is now developing sugar cane 
lands, and by 1921 should be producing 
raw sugar from a new mill. Upon com- 
pletion of present plans, company will 
own approximately 153,600 acres of land 
in Cuba suitable for the production of 
sugar and tropical fruits, 24,000 acres of 
plantations in Jamaica and also the 
needed equipment and capacity for pro- 
duction. Those responsible for the suc- 
cess of company since 1915 will continue 
in charge, without any substantial change 
in policy, and include some of the most 
prominent financiers and business men in 
the United States. Interest charges are 
covered with a good margin, and a liberal 
sinking fund for the retirement of the 
bonds at not less than 105 is provided. 
Redemption features also attractive. 
Convertible into common stock at any 
time before 90 days to maturity at rate 
of $100 face value of debentures for two 
shares of common stock. Application will 
be made to list bonds and stock on New 
York Stock Exchange. An attractive 
bond for income return and conversion 
privilege should prove of value. 


Crepit Finance 7s. Company buys 
commercial accounts from manufacturers, 
wholesalers, jobbers, having their guar- 
antee of all accounts so purchased. Ac- 
counts payable within 40 days on average, 
and company is well protected in various 
ways. Bonds are a direct obligation of 
the company, chargeable against its en- 
tire assets, equally with other bonds, as 
may be issued from time to time, and 
shall have priority over stock. Funds in- 
vested in liquid assets. These securities 
have been sold since September, 1915, to 
finance growth of business. Income yield 
liberal, and in addition to quarterly in- 
terest, the recorded owner receives a cor- 
responding certificate of profit sharing. 
This, it is stated, entitles bondholders to 
share profits of company on a liberal 
basis until bonds are redeemed. Capi- 
talization, $2,000,000 7 per cent. debentures 
and 30,000 shares of stock with no par 
value. 














HIGH GRADE 
SHORT TERM 


Investments 


Offering 


Greatest Safety— 
Highest Yield 


Write for 
Circular M-W-100 


A. E. FITKIN & CO. 


One Forty One Broadway, 
New York City 


Boston Chicago Pittsburgh 
































MUNICIPAL BONDS 


Yielding from 4.55% to 
5.25% 


Exempt from all Federal 
Income Taxes 





Vermillion Co., Ills., Sch, Dist. 


Yield 
No. 230 54¢’s 


Cleveland, Ohio, 5’s........... 4.60% 
Youngstown, O., Sch. Pist. 5’s.4,60% 
Lincoln, Neb., Sewer 5’s........ 4.60% 
Superior, Wisc., Sch. 5's 

Glidden, Iowa, Sch, 5’s......... 4.65% 
College View, Neb., Sch. 5’s....4.70% 
Knoxville, Tenn , Refunding 5’s. 4.70% 
Chattanooga, Tenn., 5’s........ 4.70% 
Cleveland Heights, 0., Sch. 5’s.4,.75% 
Bayard, Neb., Sch. 5’s......... 5.00% 


Twin Falls Co., Idaho, Sch. Dist. 
No, 1 Fdg. 534’ 


Bushnell, Neb., Funding 6's... .5.25% 

















Write for complete list and descriptions. 


| UNION TRUST COMPANY 


INVESTMENT DEPARTMENT 


Madison and Dearborn Streets, 
Chicago, Ill. 
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INVESTMENTS 


The solution of present day 
investment problems requires 
accurate information, long ex- 
perience and sound judgment. 


A comprehensive service, afford- 
ing these essential advantages, 
is furnished by our Bond, Note, 
Stock and Statistical Depart- 
ments and is placed at your dis- 
posal without charge or obliga- 
tion. The executives in charge 
of these departments will gladly 
consult with you personally or 
-by mail regarding your securi- 
ties or the investment of surplus 
funds. 


Commission Orders Executed 


HORNBLOWER= & WEEKS 
Investment Securities 
Founded 1888 


Providence Chicago 
New York Detroit 


Boston 
Portland 


Members of the New York, Boston 
and Chicago Stock Exchanges 





Important Dividend 
Announcements 























A 
Producing 


Oil Company 


that is being greatly benefited 
by the advancing prices for 
crude oil and the increasing 
pipe line facilities in Burk- 
burnett is described in 


Circular A. M. W. 


Farson, Son & Co. 


Members New York Stock Exchange 
115 Broadway, New York 


wt 
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KARL: 


$2.50 Ohio Fuel Supply. .62%e Q 
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To obtain a dividend directly from 


pany, the stock must be transferred 
owner’s name before the date of the cl 
the company’s book. 


Amt. Stock of 
Declared Record 
*%Q : et 


Name 
Allis-Chalmers, p... 1 
. Allis-Chalms, p ext.m1 
Am Agric Chem, p. 1 
Am Agric Chem, c. 2 
Am Bank Note, p..75c 
Amer Beet Sugar, c 2 
Amer Ice, c 
Amer Tel & Tel... 
Amer Woolen, p... 
Amer Woolen, c... 
Associated Oil .... 
At Cst Line R R,c. 
Barrett Co, 
Belle Tele of Can.. 
Bush Terminal, p.. 
Bush Terminal, c... 
- Bush Ter, c ext...e2 
Canada Cement, c.. 
Canada Southern... 
Case Th Mach, c.xx 
Cent Cl & Coke, p.$1.2 
Cent Cl & Coke, c.$1. 
Central Leather, c.. 1 
- Cen Leather, c ext. 2 
Chic Pneumatic Tool 2 
Cities Ser, p “B”.. a%& 
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RSX 
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Pa 


Cities ‘Ser, p 
Cities Ser, c 
Cities Ser, c ext...el 
. Cities Ser, c bkrs sh. 
Cc, C, C & St. L, p.es 
Comput-Tab-Record. 
Cont Candy a2 
Corn Prod Refin, p. 
Corn Prod Refin, c.a 
. Corn Prod Ref, c ext 
Cosden & Co, c.... 2 
Cosden & Co, c ext.e2 
<reme (Wm) & Sons 1 
Crucible Steel, c... 3 
Cuba R R, p 3 
Detroit Edison .... : 
1 
1 
1 
2 


Beas. 
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Dominion Textile, 
duP deN & Co, d 
du PdeN Powder, p. 
duP deN Powder, c. 
Eastern Steel, c..xx: 
- General Chem, c ext 2 
‘ em, c ext...e5 
General Electric... 2 
. Gen Electric, ext...x2 
General Motors, p.. 
General Motors, c.. 


SELELERALLAPLLL 


Illinois Brick 
. Illinois Brick, ext.. 
ye Con Cop. $1. 
Int’l Agric Corp, p. 
. Harvester, c... 
So Ry, p.ss 
Louisville & Nash. 
MacAnd & Forbes, 
MacAnd & Forbes, 
. MacAnd & F, e ext. 
Manuf Lt & Ht.... 
. Manuf Lt & Ht, ext. 
Mass Gas, c 
peenicen Speel. Ss . 
exicen Telegraph. 
Mich C 
. Nat Anil & C, p ext. 
National Biscuit, c. . 
Natl Cloak & Suit, c 


N Y Dock, p s 
N Y Transit, ext. .$4 

Niag Falls Pwr, p. 14% 
Nipissing Mines .. 25c 
Nipissing Mines, ext 25c 
North Amer Co... 1 
Northern Central...$2 ‘S 
Northern Pcie: 28 
N Scotia St & Cl, p2 %&% 
N Scotia St & Cl, c 14%%0O 


Le 
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. Ohio Fuel Sup, ext.xx2 
Otis Elevator, p.... 1% 
Otis Elevator, c.... 
Pac G & El (Cal) c. 
Pacific Tel & Tel, p. 
Packard Mot Car, c 
PAP &T, c “B”.a 
Penman’s. Ltd, p.. 

Salt Mfg.... 
C& St L.. 
Coal, p.. 
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Income Tax 


Reports must be filed by March 
15. Yours will be a simple matter 
if your funds are invested in In- 
come Tax Free Municipal Bonds. 


Make sure of this for your next 
report by purchasing now 


Municipal Bonds 
Yielding 43%, to 542% 


Particulars en request. 


Spitzer, Rorick 
& Company 
Established \871 
Equitable Bldg, New York 


Toledo Chicago 
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GERMAN MARKS 


and other Foreign Ex- 
changes at lowest rates. 
Drafts, cable transfers and 
payments everywhere. Di- 
rect connections with princi- 
pal banks in Europe. De- 
posit accounts opened for 
American residents with 
principal banks in Ger- 
many. Orders for German 
securities executed on the 
Berlin, Frankfurt or Ham- 
burg Stock Exchanges. 


We recommend the pur- 
chase of Marks and German 
securities at the prevailing 
low rates of exchange. 
Chance for large profit. 
Write or call. 


Wellsaberger & Co. 


Investment Bankers 
105 So. La Salle St. Chicago 


























Founded 1852 


Profitable 


Investment 


is a matter of common sense— 
backed by experience and ade- 
quate information. 


Never has there been greater 
necessity for the unbiased and 
reliable advicé of an experi- 
enced investment house. 


Knauth Nachod & Kuhne 
Members New York Stock Exchange 
Equitable Bldg., New York 
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* ext 
coat a Prod, c ext.e10 
$5 Transue & Williams.$1.25 QO 
$4 United Alloy Steel.$1 Q 
7% United Drug, Ist p %Q 


Sw 


hl nn ee ee ee ee en 
Tre. - S ee. eee ee ee ee co. 2. oe 


1% 
10% United Fruit 2%%Q 
$4 United Gas Imp...$1 Q 
6% Un'd Paperboard, p 14%Q 


eonv.~ 


anand 


_ 


.... Un’d Retail Stores.a3 %Q 
2% U S Food Products 4%Q 
.... U S Food Prod, ext 14%Q 
7% U §S Indust Alch, p 14%Q 
$3.50 U S Smelt & Ref, p.87%c Q 
$6 U S Smelt & Ref, c.$1.500 
8% Va-Caro Chem, p.. 2 %Q 
4% Va-Caro Chem, c... 1 %Q 
6% Va In, Coal & Coke 3 %S 
7% Vulcan Detinning, p 14%Q 
.... Vule Detin, p ext.ml % 
7% Ward (Mont), p...fgSic 
-.+. Washington Oil... .$2 
5% West Power Corp, p 14%Q 
7% Western Union Tel 14%Q 
$7 Westinghouse Air Br.$1.75Q 
8% Westing El & Mfg,p 2 %Q 
8% Westing El& Mfg,c 2 %Q 
5% Wilson & Co, c.... 14%%Q 
$2.50 York Rys, p....... 62%c Q 
a—lInitial dividend. 
e—Payable in common stock. 
gg—lIncludes regular monthly %% cash divi- 
dends and cash proceeds from sale of stock divi- 
dends due on Bankers Shares. 
m—On account of acc lated dividend 
ss—Subject to the aogeorsl of the Director 
General of Railroads. . ¥._ Stock Exchange 
ruled stock does not sell ex-div. on stock of 
record date. 
x—Declared payable in stock. 
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How to Select ’ 


the Best 


UR timely booklet, 
“1920 Investments,” 
will help discriminating in- 
vestors to choose wisely in 
order to obtain the best 


consistent returns. 


Two score exceptionally 
high grade, diversified se- 
curities are briefly de- 


scribed. 


Ask for booklet MW-1 


li.M.Byllesby & @. 


Incorporated 


Investment Securities 
208 S. La Salle St. 
CHICAGO 


3 State St. 
BOSTON 


111 Broadway 
NEW YORK 

10 Weybosset St. 
PROVIDENCE 
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xx—Payable in Liberty Loan Bonds. . 














INVESTMENT SECURITIES 


E. specialize in Government bonds and other investment 
securities. This firm was founded in 1865 and we have 
always endeavored to recommend to our clients conservative 

investments. As members of the New York and Boston Stock 
Exchanges we are prepared to execute orders for the purchase 
or sale of securities on a cash basis in large or small amounts. 


A circular describing several issues of desirable 
investment securities will be sent on request. 


Kiddex,Peabody&Co. 


a7 Wall Street 
New Yow 


115 Devonshive St. 
Boston 




















THE MAGAZINE OF WALL STREET 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil 
Notes and Mining Digest, contain condensations of the latest news regarding 
the companies mentioned. The items are not to be considered official unless 
so stated. Neither The MAGAZINE OF WALL STREET nor the authorities 
for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which he have every reason to believe are accurate 


and trustworthy. 
corroboration.—EbrTor. 


Investment commitments should not be made without further 








RAILROADS 





ATCHISON, TOPEKA & SANTA 
FE—Earnings Large.— Operating re- 
sults for the 10 months ended October 31, 
showed great improvement, dye to the 
two particularly good months of Septem- 
ber and October. Net operating income 
for October amounted to $5,066,226 or 
$2.28 per share of common stock com- 
pared with $5,797,852 or $2.61 per share 
for September. Net operating income for 
the 10 months was $31,542,594 or $14.16 
per share. Vol, 25, Nos. 2 and 3, Pgs. 
70 and 162. 


ATLANTIC COAST LINE—Does 
Not Earn Dividends—Operating re- 
sults of the company made a substantial 
improvement in October over the pre- 
ceding month. After a deficit of $60,837 
in September, net operating income of 
$829,958 was saved from October’s gross 
of $5,539,215. Ten months’ gross was 
$51,815,735 with $5,169,644 net, or $4.14 a 
share compared with $10.17 earned in 
1918. Diminished incomes together with 
lower income tax for 1919 would tend to 
improve the final showing of the road. 


BALTIMORE & OHIO—Earnings. 
—Director Schmidlapp Dies.—The esti- 
mated combined income for the 6 months 
ended December 31, after deduction of 
$1,200,085 for preferred dividends, shows 
surplus of $3,796,290 or $2.49 a share on 
the $58,863,276 common stock. 

The company also announces the death 
of one of its directors, J. G. Schmidlapp 
of Cincinnati, at the age of 70. Vol. 25, 
Nos. 3 and 4, Pgs. 102 and 250. 


BOSTON & MAINE—Income Ac- 
count—Strike Threatened. — Operating 
income for the 3rd quarter ended Septem- 
ber 30, amounted to $3,346,32 against 
$5,785,009 in 1918 or a decrease of more 
than 70%. Total net income for the quar- 
ter was $3,244,267 or $8.21 per shares on 
the $39,505,391 of common of $100 par, 
compared with $5,774,771 or $14.61 per 
share in 1918. The freight handlers of 
the road now threaten a strike vote on 
January 14, unless an increase in wages 
is granted by Director-General Hines. 
Vol. 25, Nos. 3 and 4, Pgs. 162 and 250. 


CENTRAL OF GEORGIA — New 
Bonds Listed—The New York Stock 
Exchange has admitted the company’s 10- 
year 6% secured bonds, due June 1, 1929, 
striking from the list the company’s tem- 
porary 10-year 6% secured bonds, also 
due June 1, 1929. 


ERIE—Reports Deficit—The com- 
pany reports a deficit of $17,975,721 for 
the Government for the year ended De- 
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cember 31, 1918. Net corporate surplus 
for the year after charges was $6,220,370. 
This is equivalent after providing for the 
full dividend requirements on the first 
and second preferred stocks to $3.02 a 
share on the $112,481,900 outstanding 
common stock. For the previous year, 
the road reported a surplus of $846,967 
equal to $1.76 a share on the first pre- 
ferred stock. The absence of net earn- 
ings is largely attributable to weather 
conditions in January and February, a 
diversion of Erie traffic to other lines; 
and a shortened hand on its coal tonnage 
(both war measures), coupled with extra- 
ordinary cost of labor and material. It 
is possible than the current year will show 
an improvement. 


LEHIGH VALLEY—Does Not Earn 
Charges.—Net operating railway in- 
come for the ten months ended October 
31 last was $3,292,038 or $5.44 a share. 
This period represents 82.712% of the 
traffic year on the basis of results of all 
Class I roads in the test period. The 
application of this ratio would produce 
the annual rate of $3,980,000. Other in- 
come in 1918 amounted to $3,026,425, 
which would give a hypothetical gross in- 
come of $7,006,425 to apply on fixed 
charges as reported for 1918 of $7,262,324, 
leaving a net deficit before stock require- 
ments of $255,899. The charges for 1918 
take no account of $492,500 Federal taxes, 
as the company on the suppostitious show- 
ing would have no taxable income. Vol. 
25, Nos. 2 and 3, Pgs. 70, 162 and 163. 


LOUISVILLE & NASHVILLE— 
Earnings.—The road’s gross for Octo- 
ber was $10,450,909 with net operating in- 
come of $1,775,089. Net for ten months 
reached $9,218,482 out of $89,043,902 gross. 
The Railroad Administration has assigned 
to the first ten months 82.712% of the 
full standard return as representing this 
period’s proper proportion of the traffic 
year. Application of this ratio to Louis- 
ville & Nashville’s net for ten months 
would indicate $11,145,000 as the results 
of operation in 1919. Final net is equal 
to $5.63 a share compared with $15.30 
actually earned in 1918. 


PENNSYLVANIA—Large Increase 
in Taxation.—The final tax figures for 
the company for 1918, compiled in full 
for all the properties involved, show a 
large increase in taxation imposed on 


railroad companies. The Pennsylvania 
system contributed $25,500,000 in taxes 
to the support of Federal and State Gov- 
ernments. In 1915, the taxes were $16,- 
000,000. The increase in 3 years was 











Bonds to Yield 
52% to 7%" 


ONDS that are thoroughly 
B conservative and merit 

your entire confidence, 
since they have as security 
properties and earnings largely 
in excess of principal and in- 
terest requirements. Many 
bonds of this character are 
now obtainable at lower prices 
than they have ever sold be- 
fore. They are issued in de- 
nominations of $1,000, and in 
some cases, $500. We shall 
be pleased to co-operate with 
you in making conservative 
selections. 


Send for Circular No. 718 
Conservative Investment Bonds 


Spencer Trask &(Co. 


25 Broad Street, New York 
FALBANY BOSTON CHICAGO 


Members New York Stock Exchange } 


c 




















Hartshorne, 
Fales & Go. 


Members 
New York Stock Exchange 


$8 Drealeny 
Telephone 7610 Bowhng Green 
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almost 60%. The company made no com- 
plaint as to paying proper taxes and sup- 
porting the Federal and State Gevern- 
ments, but objects to the continuous in- 
crease in taxes, while the approval of 
adequate rates for transportation service 
is not given by the legislative or regula- 
tory authorities. Vol. 25, Nos. 2 and 3, 
Pgs. 70, 71 and 163. 


PERE MARQUETTE. — Earnings 
Improve.—When the road emerged 
from receivership in 1916 its reorganiza- 
tion was drastic. Fixed charges were 
reduced -from $4,127,340 to $1,687,000 a 
year, while the par value of the old com- 
pany’s securities was reduced from $113,- 
340,129 to $105,000,000. In 1916 the road 
earned 3.10% on the common stock; in 
1917, 12%; in 1918, 4.23%. Indications 
are that this year’s earnings on the com- 
mon will approximate 8% Vol. 25, No.4, 
Pg. 252. 


SOUTHERN PACIFIC—Operations 
Improve.—For the first time this year, 
in October, the company showed an im- 
provement in operations over 1918. When, 
in the full year the company earned a 
profit of $7,500,000 for the Government. 
Early in 1919, net operating revenue be- 
gan w decline, due chiefly to the partial 
disruption of the company’s through serv- 
ice via the Morgan and the Sunset lines. 
The company will not cover its rental in 
1919, .but the showing will be much bet- 
ter than expected from early results. 
Assuming that the company was operated 
for its own instead the federal account 
in the 10 months ended October 31, it 
would have earned $9.05 a share com- 
pared with $11.29 in 1918. Vol. 25, No. 
4, Pg. 252. 


SOUTHERN RAILWAY—Does Not 
Earn Dividends.—Based on the report 
for the first 9 months ended September 
30, the company earned nothing on its 
preferred stock against 29.02% in 1918. 
The guaranteed return is equal to 914% on 
the preferred and 234% on the common. 
Earnings at present are very poor, for the 
net after taxes and rentals for the 9 
months was $7,016,567 or less than one- 
third the amount for the corresponding 
period in 1918 Vol. 25, No. 3, Pg. 164. 


TEXAS & PACIFIC—Earnings In- 
crease.—For the 11 months ended No- 
vember 30, the company’s gross earnings 
were $32,553,939, an increase of 344.2% 
over 1918. If earnings for December con- 
tinue the same, the total gross for the 
year should approximate $36,000,000 
against $27,300,000 ‘n 1918. For the last 
week of November the road’s gross earn- 
ings amounted to almost $1,000,000 an in- 
crease of about 30% over the correspond- 
ing week in 1918 Total net earnings 
for the year should equal about $14.77 
per share of total outstanding capital 
stock compared with $11.08 for 1918. 


INDUSTRIALS 


AMERICAN BOSCH MAGNETOS 
—Offers New Stock—The directors 
have voted to offer to the stockholders 
of record January 5, 1920, 20,000 shares 
of new stock at 100. For every three 
shares of old stock held, the stockhold- 
ers are given the right to purchase one 














new share at par. The right to sub- 
scribe expires January 21. The com- 
pany’s stockhelders ratified the increase 
in the autherized capitalization from 
60,000 shares of no par to 100,000. 


AMERICAN CAN—Common Hold- 
ers Disappointed.—Although the com- 
pany has at times showed earnings that 
might warrant the payment of an early 
initial dividend on common, the company 
has evidently use for all its cash it can 
accumulate in its own business. It is 
considered probable that the company will 
borrow again shortly on its notes to fi- 
nance the coming year’s business. Early 
last year $12,000,000 was. borrowed on 
notes, the last of which have just been 
paid off. Improved cash position of the 
company would not make it necessary to 
borrow as much as that, however, if it 
enters the money market again. 


AMERICAN DRUGGISTS SYN- 
DICATE—Increases Stock.—Since the 
chemical interests acquired by the com- 
pany offer large opportunities for using 
additional capital, directors offer to stock- 
holders of record December 23, 200,000 
shares, $10 par value, at $12 per share, 
on the basis of one share for each 3 held. 
Rights of subscription which must be 
made to the company or the Irving Trust 
Co., will expire January 8, 1920. 


AMERICAN ICE—Income Account. 
Earnings of the company for the year 
ended October 31, show over $11 a share 
on the $14,920,200 preferred stock, “in ex- 
cess of any year in the history of the com- 
pany.” (In 1913, the most successful 
year the company ever had, profits were 
$11.12 a share on the preferred.) Profits 
for the year on the $7,161,330 of common 
stock amount to more than $10 after pay- 
ment of preferred dividends. 


AMERICAN INTERNATIONAL— 
Enters Simms Petroleum.—The com- 
pany has acquired a 20% interest in 
Simms Petroleum which marks the com- 
pany’s initial investment in the oil in- 
dustry. The possibilities of the company 
are exceptionally large owing chiefly to 
its highly diversified activities. The pres- 
ent rate of dividends is $6 per annum. 
There is also some talk that the company 
will buy into one of the leading motor 
companies of the country. In this con- 
nection it is said that officials believe the 
outlook to be exceedingly bright for 
moter manufacturers, both truck and pas- 
senger cars, not only in this country, but 
in foreign lands. Vol. 25, No. 2, -Pg. 72. 


AMERICAN STEEL FOUNDRIES 
—Income Account—From the com- 
pany’s balance sheet as of September 30, 
1919, we gather the following: Additions 
and extensions, during the year amounted 
to $8,159,583; Working capital was $10,- 
975,891 or about $42 per share of capital 
stock compared with a $3,313,484 excess 
of current liabilities over current assets 
in 1918. After taxes and charges the de- 
ficit for the year amounts to $159,266. 


ARMOUR & CO.—Segregation Plan 
to Reduce Living Cost—The company’s 
segregation plan is expected to be an- 
nounced shortly. President Armour is 
said to hold about 70% of the company’s 
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$100,000,000 authorized common outstand- 
ing. In accordance with above plan, the 
company is to retire from all business ex- 
cept meat packing and dairy products. 
The company will sell all its holdings in 
public stock yards, stock yard railroads 
and terminals, and its interests in market 
newspapers public cold storage, ware- 
houses, and will forever disassociate itself 
from the retail meat business and food 
lines unrelated to meat packing. Thus, 
the company would end its activities, ex- 
cept as a meat packing concern by dis- 
posing of its holdings in other business. 
The company consents to an injunction 
decree in the Federal District Court 
under which the settlement terms are to 
be worked out. 

Two years are allowed to comply with 
the terms. The Department of Justice 
believes the agreement reached will avoid 
the menace of a monopoly of foodstuffs 
and bring about a decrease in the cost of 
living in a short time. The above agree- 
ment plan affects not only the company 
but all “Big Five” of the packers-Swift 
& Co., Morris & Co., Wilson & Co., and 
the Cudahy Packing Co. 


ASSOCIATED DRY GOODS — 
Earnings and Outlook.—In the first 10 
months of the current year the company’s 
net profits were a little over $3,500,000 
or $23.36 per share of total outstanding 
common stock compared with $1,825,710 
or $12.18 per share in 1918. In view of 
the large earnings the company is ex- 
pected to place its common stock on a 
7% dividend basis early in January. The 
net earning. for the entire year are esti- 
mated at about $5,000,000, since Novem- 
ber and December are the year’s two 
heaviest months. If this figure should 
prove to be correct—and we do not doubt 
it will—the company will have sufficient 
funds to pay the 6% dividends on its $13,- 
818,700 first preferred, and 7% on its 
$6,725,500 second preferred, leaving about 
$20 a share for $14,985,000 common of 
$100 par. These earnings do not take in- 
to consideration the earnings of Lord & 
Taylor and E. G. Guenther & Co., in which 
the company owns majority interests. 


ATLANTIC FRUIT—Earnings In- 
crease.—Operating profits for 1920 are 
estimated at about $3,500,000 or $48.28 
per share of common stock of $100 par 
value. This figure is equivalent to five 
times interest charges on the new issue 
of $10,000,000 7% debentures. For the 4 
years and 9 months ended September 30, 
1919, operating profits have averaged 
$1,470,000 per annum or $20.28 per share 
of common. The present management of 
the company will continue to operate the 
property without change in policy but 
will have associated with them strong fi- 
nancial and shipping interests which will 
be represented on the board of directors 
by H. O. Havemeyer of Havemeyer & 
Elder, Inc.; Thomas A. Howell, vice- 
president, the Cuban-American Sugar 
Co.; Sir John Pringle, K. C. M. G, 
Jamaica, W. I1.; P. A. Rockefeller, 26 
Broadway. 


ATLANTIC GULF & WEST IN- 
DIES—To Acquire New Interests.— 
The company’s chief subsidiary, Clyde 
Steamship Co., is conducting negotiations 
to take over the assets and good will of 
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PAYMENT PLAN 


A Convenience for Investors 


Often investment opportunities pre- 
sent themselves at a time when the 
business man’s funds are not imme- 
diately available. 


Our Partial Payment Plan affords the 
opportunity to buy time-tested securities 
in any amount with a comparatively 
small initial payment. The balance of 
the purchase cost is divided into 12 
equal monthly payments. 


The securities are placed in the pur- 
chaser’s name if he so desires. He re- 
ceives all dividends whiie making the 
payments, and he can sell his holdings 
at any time, receiving all profits. 


“Our Partial Payment Plan” is an at- 
tractive booklet explaining how you may 
purchase high-grade securities by this 
muthod. We will gladly send a copy 
free to any one interested. 
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trademark of service and sat- 
isfaction. 


Right now there are offer- 
ings of attractive investments 
for January funds. 


BROWN, GREEN! & COMPANY 
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the Raporel Steamship Co., which has a 
fleet of 17 vessels leased, 10 of which 
are chartered from the Shipping Board. 

The Raporel Line operates vessels from 
N. Y. to Glasgow and Manchester, and 
also has routes to the Black Sea, Mediter- 
ranean and some Atlantic ports. 


AUTO SALES CORPORATION— 
Business Increasing—Owing to the 
greatly increased business, dividends on 
the junior issue are expected in 1920. For 
the 10 months ended October 30, gross 
sales were $2,500,000, an increase of 32% 
over 1918, while net earnings gained 56% 
in the same period. At the present rate of 
the business, the earnings for the whole 
year should equal about $3.50 a share on 
the common after 6% dividends on the 
preferred. 


BETHLEHEM MOTORS—Income 
Account—Additional Listing—For the 
period July-November, the company 
shows net profits, after charges and taxes 
of $140,681, equal to $1.08 per share on 
the 130,000 share of no par outstanding 
November 30. 

The N. Y. Stock Exchange has listed 
53,334 additional shares of no par stock 
of the company. 


BETHLEHEM STEEL—Deprecia- 
tion and Cumulative Surplus, 1916-1919. 
—It is estimated the company will charge 
against earnings this year for depreciation 
and amortization $20,000,000, compared 
with $31,510,366 in 1918. 

In 1916 and 1917 amortization and de- 
preciation charges were $14,350,785 and 
$27,320,736, respectively. Total deprecia- 
tion and amortization charges for the 4 
years will approximate $93,000,000. After 
these charges and common and pref. 
dividends the surplus for the 4 years 
will approximate $90,000,000. 

Total depreciation and amortization 
charges, and surplus for the 4 years will 
approximate $180,000,000 or within $40,- 
000,000 of the company’s combined capi- 
tal stock and bonded debt. 


CENTRAL LEATHER — Foreign 
Exchange and Labor Situation Affect 
Earnings.—The depreciation of the 
sterling and the franc caused a serious 
curtailment of the export trade of the 
company. The coal strike also contrib- 
uted considerably to the disruption of 
the leather business by restriction of tan- 
nery output and shipment of hides. These 
difficulties, however, which brought about 
a pronounced dullness in the leather 
trade, are believed largely past. In view 
of the strong buying power of this coun- 
try and the general depletion of stocks, 
the company expects a good business in 


CONTINENTAL CANDY — Earn- 
ings Increase.—Net profits for the 6 
months ended December 31, are estimated 
at $640,000 before taxes or $1.28 per share 
on 500,000 outstanding shares of no par 
value. Net profits for the whole year will 
therefore amount to $1,056,311 before 
taxes, equal to $2.11 per share. The 
heavy sales during November and De- 
cember as well as the fact that the sugar 
shortage has had no effect on the com- 


pany’s operations increased the earnings 
in the second half of the current year. 


CORN PRODUCTS.—Pays. Com- 
mon Dividend.—The company’s direc- 
tors declared on initial quarterly dividend 
of one 1% and an extra dividend of 4% 
on the common, payable on January 20 
to holders of record January 5. This is 
no doubt the direct result of the com- 
pany’s improved earnings to which is also 
due the advance in the price of the stock 
up close to par. The directors also de- 
clared the regular quarterly dividend of 
134% on the preferred stock, payable on 
January 15 to holders of record January 


CUBAN-AMERICAN SUGAR— 
Sales for 1920—1919 Earnings.—The 
company has sold only 25% of its 1920 
production. In the early fall 420,000 bags 
were sold, amounting to $27,300. During 
the year large appropriations were made 
ior improvements and additions to Chap- 
para, Delicias and other estates. For the 
year ended September 30, the company 
shows a net profit after all charges, de- 
preciation, and Federal taxes, of $7,091,- 
296, or the equivalent of $65.38 a share 
on the common stock, after allowing for 
preferred dividends. In the preceding 
year, net profits were $4,227,202 or $36.74 
a share on the common. The total sales 
were $50,767,164, an increase of about 
$10,700,000 over the 1918 figures. Operat- 
ing expenses during the last year were 
$37,721,928, as against $29,840,043 in the 
previous report. There was an addition 
of $5,538,730 to surplus account, which 
makes the total surplus, as of Sept. 30, 
$22,367,139. The balance sheet shows an 
inventory item of $10,605,989, as compared 
with $6,828,539 in 1918. 


CUBA CANE—Sales for 1920.—The 
company has sold only 30% of its 1920 
production, and no colono sugar. Eight of 
the company’s 17 centrals are grinding at 
present, including the 4 eastern centrals. 
Other estates are expected to begin opera- 
tions in a few days. Vol. 25, No. 3, Page 
164. 


CUDAHY PACKING—Annual Re- 
port—From the company’s balance 
sheet as of November 1, 1919, we learn 
that additions to and extensions of prop- 
erty amounted to about $500,000, and that 
the company’s working capital decreased 
appreciably, viz. $27,263,621 or $101.74 per 
share of capital stock, from $27,517,765 
or $137.59 per share in the previous year. 
The surplus for the year amounted to 
$9,620,574. Concerning the agreement 
with the Government to sell holdings, see 
report on Armour & Co. 


GRAY & DAVIS—Dividend Outlook 
Favorable.—The company has closed a 
contract with Cleveland Automobile Co. 
for 10,000 starting and lighting systems. 
As the projected Cleveland output for 
1920 is over 30,000 cars, the present book- 
ing is only a partial contract. This is 
the third 10,000 system order taken by 
the company in the past few weeks. Sev- 
eral heavy export bookings of standard 
equipment have been made lately. De- 
mand from abroad is unusually persist- 
ent, now that manufacturers have worked 
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back to a peace basis. The final quarter 
of the year will undoubtedly be the best 
of the year for Gray & Davis. Current 
earnings are so favorable, and promise 
so well for 1920, that directors are likely 
to give consideration to common divi- 
dends in 60 days. 


INTERNATIONAL AGRICUL- 
TURAL—Position Steadily Improving. 
While the company’s largest earnings are 
made from its fertilizer business in the 
late winter and early spring, no approxi- 
mation of operating results can be made 
now; results of the first half year’s opera- 
tions have been entirely satisfactory. 
Cash on hand amounts to over $1,275,000 
against a floating debt of $1,390,000. At 
the end of its last fiscal year, or on June 
30, 1919, cash stood at $1,636,165 and 
floating debt at $4,409,665. The company 
is no longer making the large war profits 
from the re-sale of sulphuric acid, but 
it has markedly increased the business in 
phosphate rock for which domestic and 
foreign inquiries being very strong. 


INTERNATIONAL MERCAN- 
TILE MARINE—Declares Extra Divi- 
dend.—On account of accumulation of 
the preferred stock, an extra dividend of 
5% was declared in addition to the semi- 


‘annual dividend of 3%, both payable Feb- 


ruary 2, to holders of record January 15. 
The payment of the 5% extra preferred 
will reduce back dividends to 47%. Vol. 
25, No. 2, Page 73; No. 3, Page 165; No. 
4, Page 254, Page 255. 


INTERNATIONAL NICKEL— 
Foreign Business.—The recent demand 
for Nickel shares was no doubt prompted 
by reports that England and France will 
substitute nickel for silver in their smaller 
coins. The company produces 90% of 
the metal used by the world, and is re- 
ported to be negotiating with ‘these for- 
eign Governments concerning large or- 
ders. Vol. 25, No. 2, Page 72. 


LACKAWANNA STEEL. — Will 
Not Earn Dividends.—The company is 
expected to show for the closing quarter 
of 1919 a deficit before dividends of more 
than $1,000,000. The earnings for the 
current year will be about sufficient to 
meet interest, depreciation and other 
charges, dividends being paid out of ac- 
cumulated surplus. Poor results of the 
fourth quarter are attributable chiefly to 
the steel and coal strikes. 


LEE TIRE & RUBBER—Outlook 
Bright.—With the additional working 
capital of $1,200,000 the company’s pres- 
ent production will be doubled in the next 
6 months. By July 1 an output of 5,000 
tires a day is anticipated. Earnings are 
now at the rate of $8 a share on the 140,- 
000 shares of stock, now outstanding. 


LOFT—Income Account.—Net profit 
for the 3 months ended October 31, after 
charges and taxes, amounted to $277,966, 
equal to 42c a share on the 650,000 shares 
of no par. Considering that buying dur- 
ing the last 2 months of the year is un- 
usually heavy, the profit for the total year 
ought to increase appreciably. Gross sales 
for the period August-October amounted 
to $1,456,619 or $2.24 per share. 
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MANATI SUGAR—Increased Earn- 
ings.—The company’s total income for 
the year ended October 31, was $9,545,266, 
an increase of $3,048,011 over the pre- 
vious year. After operating expenses, etc., 
of $7,007,605, profit was $2,537,661 or 
$721,998 more in 1918. Net profits after 
charges and Federal taxes, were $1,233,- 
097, equivalent to $9.98 a share, after 7% 
preferred dividends had been taken care 
of. Holders of the common stock re- 
ceived $532,270 in dividends, leaving a 
$466,327 surplus. 


REPUBLIC MOTOR — Sales for 
Year Decrease—Total sales for the 
year ended June 30, amounted to $16,513,- 
377, or $165.13 per share of total outstand- 
ing common stock compared with $20,- 
522,380 or $205.52 per share in 1918. 
Since earnings for the first half of the 
year were satisfactory, the decline may 
be due to the fact that prices of mate- 
rials did not decline in the second half 
as was expected. The adjustment of 
prices since did not follow closely enough 
to make as good a showing. At present 
the company’s margin of profit is satis- 
factory and the demand for trucks, the 
monthly production of which amounts to 
over 1,200, is far greater than the supply. 
Vol. 25, No. 4, Pg. 225. 


STROMBERG CARBURETOR — 
Financial eport—The company’s bal- 
ance sheet as of September 30, shows total 
surplus of $1.46 per share of company’s 
outstanding 50,000 shares of no par value. 
The working capital was $17.57 compared 
with $28.91 on December 31, 1918. Vol. 
25, No. 4, Pg. 256. 


SWIFT & CO.—Smaller Earnings— 
Stockholders Benefit by Segregation.— 
The annual report of the company ex- 
pected January 8, will show inventory 
shrinkages have made serious inroads on 
profits. If for the year ended November 
1 last Swift shows any substantial margin 
over the $8 dividend, it will surprise in- 
terests familiar with the company’s af- 
fairs. In 1918 the company earned $14 a 
share. The company entered the 1919 
fiscal year with $179,000,000 in meat and 
pork products and other supplies. The 
management has contended that their 
profits are moderate, and when the neces- 
sity of always carrying huge inventories 
is considered these profits appear still 
more reasonable. Since mid-summer hog 
products have declined heavily. The av- 
erage cast of hogs at Chicago on July 15 
was $22.10 a hundred, while on November 
1 it was $14.10, a decline of 36%, while 
the price of lard dropped from $34.87 a 
hundred to $26.85, a drop of 23%; hams 
dropped from $34.75 to $19, or 45% and 
shoulders from $27.50 to $20, a shrinkage 
of 27%. Concerning agreement with the 
Government to sell the company’s hold- 
ings, see note on Armour & Co. While 
that agreement will have but little effect 
upon the financial structure of Swift & 
Co., compulsory dissolutions in the past 
have been decidedly advantageous to 
stockholders. When giving up of the 
South American business, the canned 
goods and leather subsidiaries, the holder 
received 62/3 shares of Swift Interna- 
tional (now quoted around 60) for each 


share of Swift stock surrendered. For 


- every share surrendered in connection 


with the Libby, McNeill & Libby segrega- 
tion, he received 10 Libby shares (now 
around 30). Thus, every holder of 2 
shares of Swift received securities valued 
at about $700. 


U. S. FOOD PRODUCTS—Opera- 
tions and Outlook.—The company re- 
cently acquired the Sugar Products Co. 
whose subsidiaries are located in the 
United Kingdom, Cuba, and Porto Rico. 
Shortly after January 1, these companies 
will be taken in as a complete unit. 

The Majestic plant in Peoria is now 
converting a substantial daily grind of 
corn and malt into syrups which have 
found a ready market among the manu- 
facturers of confectionery. At Peoria, a 
new department of flour blending has 
been organized. A large business is being 
developed in this commodity. 

The company will thus engage in a 
profitable purely prohibition business, 
having already disposed of % of the 
whiskey supply estimated at 2,000,000 gal- 
lons it had on hand. 





PUBLIC UTILITIES 


BRONX GAS—Rate May Be In- 
creased.—In overruling a decision of 
Justice McAvoy, of the Supreme Court, 
the Appellate Division has opened the way 
for proceedings by this company which 
may result in declaring unconstitutional 
the present rate of $1 a thousand cw. ft. 
for gas, and make possible a rate of 
$1.50. This ought to increase the com- 
pany’s net operating revenues for the 
year to about $17.94 per share of the total 
outstanding capital stock from about 
$11.80 in 1918. While the decision of the 
higher court, which was unanimous, af- 
fects only the Bronx company, it may lead 
to similar proceedings by other companies 
—most of which charge only 80c a thou- 
sand cu. ft—on the ground alleged by 
the Bronx company that the present rate 
is confiscatory. 








BROOKLYN UNION GAS—Poor 
Earnings.— Earnings for the year 
did not justify declaration of the usual 
quarterly dividend. The company is try- 
ing to have the 80c gas law declared un- 
constitutional, stating that there was an 
increase of 17c per M cu. ft. in gas mak- 
ing costs in 1918 over 1916, and that 
costs for 1919 have increased several 
cents per M cu. ft. over 1918. The com- 
pany’s fixed capital which has not been 
impaired to any appreciable extent, is 
estimated at $56,000,000 (including $9,- 
000,000 of subsidiary companies), against 
which only $35,000,000 of capital stock 
is issued. If figured on present day re- 
production costs, the value of all the 
properties would be greatly exceeded. 
It should further be remembered that 
nothing is included for franchise going 
value, good will and other tangible as- 
sets. However, the above figure would be 
reduced considerably if proper deduction 
were made for depreciation and amorti- 
zation, as required by the Public Service 
Commission against which the company 
has been fighting for the last few years. 
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Imperial 
Russian Government 
External Loans 


The two External Loans of 64% 
and 54%, issued by the Imperial 
Russian Government at 99% with 
interest and 9434 with interest, re 
spectively, amounted to $100,000,000 
U. S. Gold. 


The natural resources of Russia are 
among the richest in the world. 
Whatever the ontceme of the Rus- 
sian situation, commercial inter- 
course between the United States 
and Russia will soon be re-estab- 
lished. 


The recent announcement . of the 


ity for oft eons mate ty the pre 
vious Russian Government empha- 
sizes the advisability of buying these 
bonds at the present low prices, 
especially since the coupems are re- 
deemable ten years after maturity. 


Send fer 
Descriptive Circular 


ALFRED R. RISSE 
50 Broadway New York 


Telephone Broad 5204 











CITIES SERVICE—Earnings De- 
crease.—Gross earnings for November 
amount to $1,613,081; a decrease of about 
13% from last year; net earnings after 
charges and payment of dividends on pre- 
ferred stock were $1,047,428 or $3.18 per 
share of common compared with $1,381,- 
803 or $4.25 per share in 1918. Net earn- 
ings for the entire period ended Novem- 
ber 30, were $13,334,558 or $40.53 per 
share of common stock against $17,447,988 
or $53.69 per share in 1918. Vol. 25, No. 
3, Pg. 166, Pg. 167; No. 4, Pg. 257. 


DETROIT EDISON — Earnings. — 
The company for the 12 months ended 
August 31, shows net income after pay- 
ment of taxes and charges, of $2,578,513 
equal to $10.01 a share on the $25,739,000 
stock, compared with $2,394,224 or $9.32 
per share in 1918. The annual surplus 
amounted to $521,639 sgainst $338,599 in 
the preceding year, an increase of more 
than Wi% 


MASSACHUSETTS LIGHTING— 
Income Account.—Gross earnings for 
the year ended June 30, 1919, amounted to 
$1,865,519 or $18.38 per share of total 
capital stock, both common and preferred, 
compared with $1,594,945 or $15.71 per 
share in the previous year. Annual sur- 
plus after dividends and charges was 
$27,696 or 60c per share of common or no 
par against $19,219 or 42c per share in 
1918. The company’s working capital 
was $1,179,302 or $11.62 per share of total 
capital stock compared with $1,176,031 or 
$11.52 per share in 1918. Vol. 25, No. 4, 
Pg. 257. 


NEW YORK RAILWAYS—Increase 
in Fare Denounced by Mayor.—Mayor 
Hylan again insisted there was no neces- 
sity for an increase of fare for the trac- 
tion companies. The city, he said, is 
willing to take back the subways and op- 
erate them for a 5c fare, and is also will- 
ing to operate buses for the same amount. 
He said he saw no reason, why the people 
should be “mulcted” for an 8 or 10c fare 
or why the city should take over the 
“antiquated” surface lines and “place a 
greater burden on the taxpayer.” Vol. 
25, No. 2, Pg. 75. 


OHIO CITIES GAS—To Increase 
Preferred Stock.— Directors of the 
company decided to increase the preferred 
stock from $10,000,000 to $90,000,000. The 
additional stock will be issued from time 
to time for the purpose of financing the 
future development of the company. The 
first $10,000,000 will be set aside for ex- 
changing share for share the present out- 
standing 5%4% preferred stock, and will 
bear 6%. Other issues will be at divi- 
dend rates conditioned by the money mar- 
ket at the time of issuance. 


PHILADELPHIA COMPANY— 

Has Record Year.—On December 31, 
the company brought to an end the most 
prosperous year in its history. Net earn- 
ings after all charges and taxes were ap- 
proximately $8,500,000, which after al- 
lowing for preferred dividends were equal 
to about 16% a share on the $43,000,000 
common stock outstanding of $50 par 
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value, against 7.16% in 1918; total gross 
earnings of the company and its sub- 
sidiaries were about $16,000,000 compared 
with $13,000,000 for the previous year. 

The record earnings of the current year 
as well as the favorable outlook for con- 
tinued prosperity has given rise to re- 
ports that an increase in the regular an- 
nual dividend rate on the common stock 
will be announced during the coming year. 
The present rate of 6 per cent amounts 
to $3 a share annually on the common 
stock, while earnings are at the rate of 
over $8 a share and are expected to be 
higher in 1920. The earnings for the cur- 
rent year were curtailed somewhat owing 
to labor troubles, but the demand for 
gas and electricity in the Pittsburgh dis- 
trict more than offset this fact and estab- 
lished record earnings for the year. The 
labor troubles have now been settled and 
no further disturbances are anticipated to 
interfere with operations during 1920, 
which year promises to be a very prosper- 
ous, especially since the company’s oii 
properties have become more important 
than ever owing to the great advance in 
the price of oil. The annual production 
of oil is expected to reach the 100,000,000 
barrel mark a year, as a result of new 
drilling operations which promise big re- 
turns. Vol. 25, No. 4, Pg. 258. 


P. S. CORPORATION OF N. J.— 
Passing of Common Dividend—Present 
Conditions.—In View of the difficulties 
the gas company and the railway com- 
pany, the corporation’s principal subsi- 
diaries, encountered the current year, in 
meeting the vastly increased costs of labor 
and material under insufficient rates, and 
due to the loss sustained in the zone 
system experiment, amounting to about 
$1,500,000, the dividend declaration was 
omitted, in order to conserve cash re- 
sources due to the poor earnings. The 
electric company and the gas company, 
under existing rates, are functioning fair- 
ly, and the railway company, with the 
7c fare, should be able to pay operating 
expenses, depreciation, and fixed charges. 
The valuation -of the railway property is 
nearing completion by the P. U. Commis- 
sion and early in 1920 a permanent rate 
should be established, based on the evi- 
dence in the case; which should enable 
the corporation to earn a fair return on 
its investment. Vol. 25, No. 2, Pg. 75; 
No. 3, Pg. 167, No. 4, Pg. 258. 


U. S. EXPRESS—Prospects for 
Shareholders—The stockholders of the 
company which has been in process of 
liquidation for several years, will receive 
a large distribution out of a part of the 
proceeds of the $3,500,000 cash received 
by the company from the sale of its 
building at 2 Rector Street, N. Y. City. 
A large liquidation dividend of at least 
$30 a share on the 100,000 shares out- 
standing is expected. So far disburse- 
ments to the stockholders from gradual 
liquidation of assets have reached a total 
of $54.50. The company also owns a 
building across the street from its home 
office, valued at between $200,000 and 
$250,000. In Chicago it has real estate 
estimated to be worth $750,000. Dis- 
position of property to date on a favora- 
ble basis holds out the promise that the 


stock will finally liquidate at par. It was 
selling in the market recently at 29%. 








MINING NOTES 


AMERICAN METAL — Acquires 
Entire Business of Large Copper Firm. 
—The company has acquired the entire 
business of L. Vogelstein & Co., an in- 
dependent metal producing and trading 
concern. The purchase gives the Ameri- 
can Metal Company, which has hereto- 
fore been mainly interested in zinc and 
lead, a prominent place in the copper 
market, as the business of L. Vogelstein & 
Co. was mainly done in this metal. 

Among the assets of the Vogelstein 
company taken over by the American 
Metal Company is the copper refinery 
at Chrome, N. J., in which Vogelstein up 
to recently had a minority interest. He 
now has the controlling interest by pur- 
chase from the United States Smelting, 
Refining and Mining Company. 


ANACONDA COPPER—To Re- 
sume Operations.—Northern Montana 
coal mines returned to work, and the 
Boston & Montana and Great Falls smel- 
ters resumed before New Year. The 
Anaconda mines and smelter re-opened 
December 26. The company’s zinc plant 
is also about to start operation again. 
With the resumption of operations, and 
sales of the metal running at high levels 
both for domestic and foreign account, the 
company’s position has been considerably 
strengthened, which is seen from the re- 
cent declaration of the regular quarterly 
dividen¢ of $1 per share, payable Febru- 
ary 24, to holders of record January 17. 
The maintenance of the dividend rate ($4 
per annum) can be taken to indicate that 
the copper industry is facing good busi- 
ness during 1920. Demand during 
November and December was better than 
at any time this year, and promises to 
continue during the coming year. Vol. 
25, No. 3, Pg. 168; No. 4, Pg. 258. 


BUTTE & SUPERIOR MINING— 
Outlook Improved.—The company has 
been getting satisfactory results in its 
Four Johns claim where the ore body is 
well defined, of good breadth, carrying the 
same zinc and silver values as the prin- 
cipal property of the company. In view 
of this fact and the brisk zinc business 
the past few weeks—both export and do- 
mestic—have appreciably increased the 
company’s earnings. The trade position 
is much better than for some time. The 
large stocks of unsold metal of the first 
half of this year have been scaled down 
and the price has improved over lc per 
Ib. since October 1. The company is ex- 
pected to finish to last quarter of the 
year splendidly should December show 
no diminution in business. Eearnings for 
October and November amounted to 
about $6 per share per annum and if the 
market holds, earnings in December will 
increase this to more than $7 annually. 
Although actual production of zinc is un- 
der 70% of capacity, the big credit to the 
company’s earnings is its silver; its ore 
averages over 6 ozs. per ton which at 
$1.31, the prevailing price for silver means 
$7.86 per ton. 

Damages claimed from the company by 
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Minerals Separation will be announced on 
January, another step towards the settle- 
ments of the litigation. In view of the 
strong trade position of zinc which is very 
much better to-day than it has been for 
some time, the company’s outlook for the 
coming year seecs very bright. Vol. 25, 
No. 2, Pg. 76; ‘No. 3, Pg. 168; No. 4, Pg. 
258. 


CALUMET & HECLA MINING— 
Production Increases.—The company 
and its subsidiaries, including the Ahmeek, 
Allouez, Calumet & Hecla, Centennial, 
Isle Royale, Osceola, and White Pine 
companies, produced 9,498,756 lbs. copper 
in November, compared with 4,560,245 
Ibs., the average monthly production in 
1918. On the basis of the prevailing price 
of the metal, gross earnings per share for 
the month equals $17.82 on the company’s 
outstanding capital stock of $2,500,000 of 
$25 par. 


MINERALS SEPARATION — Op- 
poses Butte Superior Accounting.— 
Attorneys of the company will oppose the 
accounting filed by Butte & Superior on 
the ground that $451,000 damages specified 
by Butte are inadequate and because data 
in Butte reports show it is still using less 
than 1% of oil in defiance of the court’s 
injunction. Vol. 25, No. 2, Pg. 76. 


RAY VERDE COPPER—Outlook 
Promising.—Work was begun recently 
on the company’s property, the Ray min- 
ing district, Arizona, where it owns 140 
acres of mineral land located only 12 
miles south of Ray Consolidated. The 
ore is said to be both smelting and milling, 
the former showing high silver and lead 


values near the surface, and increasing 


copper values at depth 

Ray Verde is an Arizona corporation 
capitalized at $500,000, divided into 500,- 
000 shares of $1 par. To finance its in- 
itial operations the company is selling 
a limited amount of stock at fifty cents. 
It is expected that inside of three months 
ore production will be on a scale sufficient 
to show earnings that will justify the 
making of a market for the stock on the 
New York Curb at par. 


SILVER KING—Good Prospects.— 
The company’s new shaft is now down 
about 500 ft. There is good showing of 
silver stringers, and it is the opinion of 
mining men who have examined the prop- 
erty that ore will be reached between 
fifth and sixth levels in the new workings. 
Outputting from the 400-ft. level in the 
old mine continues uninterrupted. The ore 
is in the main high grade milling, but a 
car of smelting ore is taken from the 
workings about every other week. The 
body of milling ore is holding up —well 
and the mill is being operated continue 
ously on a three-shift basis. Vol. 25, No. 
2, Pg. 77; No. 3, Pg. 169. 


U. S. SMELTING.—Earnings Satis- 
factory.—The company’s earnings from 


operations for the current year are esti- * 


mated at about $9,410,000, including $1,- 
080,000 profits from other sources. After 
deduction of $2,770,000 for depreciation, 
depletion, Federal taxes, and other pur- 
poses, net is estimated at $6,640,000, or at 
the rate of 7% per annum on the pre- 
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ferred, plus $14.07 per share on the com- 
mon, or 28.15% per year on the common 
stock, Vol. 25, No. 4, Pg. 258. 


OIL NOTES 


AMALGAMATED OIL—lIncome 
Account.—Net income for the year 
after taxes and charges amount to $514,- 
394 or $10.29 per share compared with a 
deficit of $32,400 for the preceding year. 
The company was organized 15 years ago 
in California, owns 1,334 acres and holds 
under leases 2,382 acres. In 1918 the com- 
pany produced 1,286,590 barrels of oil 
against 1,479,432 in the previous year, or 
a decrease of about 15%. In 1917 and 
1918 the company discontinued the pay- 
ment of dividend but resumed it in 1919. 
The working capital at the end of the 
year was $559,778 or $11.20 per share of 
$5,000,000 capital stock of $100 par, 
against $36,215 or $0.72 per share in the 
previous year. 











HOUSTON OIL—Reports Surplus. 
—The company reports a surplus after 
taxes and charges of $1,201,277 and for its 
operations in oil a surplus of $252,617, 
making a combine surplus for the twelve 
months of $1,453,894. Allowing for pre- 
ferred dividends the balance was equal to 
$3.09 a share on the $25,000,000 outstand- 
ing common stock. In the previous year 
the company’s consolidated statement 
showed earnings equal to $3.03 on the 
$20,000,000 of common outstanding at that 
time. 


KING PETROLEUM—Has a Fine 
Start—The corporation, which is a 
consolidation of Utah-Colorado Oil, King- 
Williams oil and other organizations own- 
ing valuable oil lands starts with produc- 
tion from 7 wells, has 4 more drilling, 
and is going ahead with an extensive 
campaign of development on over 700 
acres of oil lands in Texas and Oklahoma. 
It is a consolidation of several successful 
operating companies, has tank storage for 
over 5,000 barrels of oil, direct pipe line 
connections and complete equipment on 
its developed tracts. The company re- 
ceives regularly monthly revenue from 
thousands of barrels of oil, which it runs 
into the Texas Company’s pipe lines, and 
an added income from its casing head gas. 
Its four wells now drilling should all 
come in early in 1920. The company re- 
cently completed a tank storage of 5,000 
barrels capacity. The company is going 
ahead with an extensive campaign of de- 
velopment on its outlying properties. 


MEXICAN EAGLE—Splendid De- 
velopment.—Since February, 1919, the 
company’s development has been most re- 
markable. Three new wells on the 
Naranjos field show a daily porduction of 
210,000 barrels, further important test 
wells being sunk on this field. An annual 
production from this field alone is esti- 
mated at 50,000,000 barrels. The com- 
pany’s fleet of tankers has also been in- 
creased by putting into service two of the 
seven 18,000-ton tankers ordered. The 
company’s Mexican shipment, for the first 
nine months of 1919 were 9,142,000 bar- 
rels, the largest of any company of that 
country (Mexican Petroleum shipped only 


about 8,000,000 barrels). The company 
further plans to quadruple its refineries 
and to complete the begun extensions and 
additions to its pipe lines. The 100% 
advance in fuel oil which is now being 
used so generally on ships being converted 
to oil burners, of which the company’s 
production contains over 60% ought to 
increase appreciably the earning capacity 
of Mexican Eagle. The company has just 
given to shareholders subscription rights 
(valued at $15) at par ($5) for one new 
share for each two held. Vol. 25, No. 4, 
Pg. 261. 


MIDWEST REFINING — Increase 
in Production and Price.—The com- 
pany is planning to increase the capacity 
of its Casper and Greybull plants to 57,000 
barrels of crude oil daily. The recent 
advance of 25c a barrel to $1.75 in the 
price of Wyoming crude oil paid by the 
company, will be followed by other ad- 
vances as the need of Wyoming’s high 
grade oil increases with the growing de- 
ficiency of Pennsylvania grade. Since the 
company’s control was locked up in a 
voting trust agreement, early in 1917, con- 
trolled by Canadian interests rumored to 
be Imperial Oil, Midwest Refining has 
made remarkable progress. Earnings per 
share (par value $50) were $46.03 in 1918, 
compared with $35.25 in the previous year, 
and $4.45 in 1915, 


ROYAL DUTCH—New Rights.— 
Prospects are that the company by next 
spring will seek to raise new working 
capital by another offering of stock to 
the present stockholders on a basis that 
will create valuable subscription rights. 
Rumors are to the effect that present 
holders of stock are likely to have the 
right to subscribe to one new share for 
every three shares now held. On the 
basis of the stock selling around $100 a 
share, at present price, subscription rights 
put out on such a basis would be around 
$20. Early in the year the company’s 
stockholders were given rights to new 
stock worth slightly more than that. Vol. 
25, No. 3, Pg. 170. 


SIMMS PETROLEUM—Purpose of 
New Issue—Outlook for 1920.—After 
acquisition of substantial interest in its 
stock by the American International, the 
company will increase its authorized capi- 
tal to 1,000,000 shares (of which 731,500 
will be outstanding) of no par value. 
Stockholders of record January 15 will 
have the right to subscribe to one new 
share at 47% for each two they are 
holding at present. The purpose of the 
new issue is to provide for handling of 
large production on the recently pur- 
chased West Texas and Homer Field, La., 
properties, and to acquire about 125,000 
additional acres of lease holdings in other 
sections of Louisiana, which will make 
Simms one of the largest high grade oil 
producers in America. Simms has also ac- 
quired control of Rowe Oil which has 
latge production and acreage in the 
Homer Field. The company is now 
negotiating for the sale of 7,000 barrels of 
its production daily for 1920 at about $2.50 
per bbl. A 20,000 barrel well was recently 
bought in by the company; it is called 
Shaw No. 1, and is farthest south in the 
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A First Mortgage Bond 
with the 
Profit Possibilities 
of a Stock 


A. Estimated minimum earnings for 
1920 four times bond interest with prob- 
ability of a very considerable increase. 





B. In addition to 7% interest, bonds 
ate entitled to receive 20% of company’s 
net earnings. 


C. Retirable at 120. 


As it is estimated by competent engi- 
neers that when the company’s plant 
is in full operation, earnings will in 
excess of 100% per annum on the bonds, 
and as it is the intention of the man-, 
agement to retire the issue from earn- 
ings as early as practical, it is our 
opinion that these bonds present an 
investment opportunity of unusual 
soundness and profit-making possibili- 
ties. f 


Price—97% to Yield 7.18% with- 
out taking into consideration par- 
ticipating dividends. 


RODNEY, POWERS & CO. 


Investment Bankers 


81 New St., New York City 
Telephone, Broad 721-720-882 














MORDAUNT & 
HEMMICK 





Stocks and Bonds 


| We invite your inspection 
of the most completely 
appointed Stock Broker- 
age Office Uptown 


549 FIFTH AVENUE 


Telephone Vanderbilt 7560-1-2-3 


CORRESPONDENTS 
POSNER & CO. 


Members New York Stock Exchange 


Send for Weekly 


Market Letter 


for JANUARY 10, 1920 




















Homer deep sand and extends about 900 
ft. in a southerly direction. Vol. 25, No. 
2, Pg. 78. 


STANDARD OIL OF N. J.—Get 
Roumanian Petroleum.—Contracts have 
just been closed by the Standard Oil Com- 
pany with the Roumanian Government 
and with private firms in Roumania for 
500,000 barrels of refined petroleum, ac- 
cording to a Bucharest dispatch. 

It is said the price paid was $3,150,000 
and that the oil will be taken to America 
by way of Constantinople on ships sup- 
plied by the American Government. The 
contracts run through February, 1920. 
British firms endeavored to obtain the oil, 
but were outbid, it is reported. 

Before Roumania was overrun by the 
Germans, the wells and other oil prop- 
erties were wrecked. However, rapid 
restoration of normal operating conditions 
has taken place; the November produc- 
tion in the Roumanian fields amounted to 
270,000 barrels compared with 210,000 in 
October, and practically nothing the cor- 
responding months of 1918. Vol. 25, No. 
3, Pg. 170. 


STANDARD OIL OF CALIFOR- 
NIA—Output Declines.—Oil produc- 
tion for November amounted to 270,339 
barrels a day, compared with 277,589 bar- 
rels in October. November shipments 
were 298,939 barrels a day, a decrease of 
7,121 barrels from October. Total ship- 
ments were 8,968,162 barrels. The com- 
pany supplies the largest part of the kero- 
sene shipped from this country to China 
and Japan, two of the principal buyers. 
Shipments to China are running at the 
rate of 15,000,000 gallons a month, and 
to Japan, 9,000,000. The company’s earn- 
ings per share were nearly 35% compared 
with 25% in the previous year and 20% 
in 1915. The probable advance of the 
price of crude oil in California no doubt 
will increase considerably the company’s 
earnings. 


TEXAS PACIFIC COAL & OIL— 
Production.—Since the bringing in of 
its McClesky well in 1917, in the deep oil 
sands of North Texas, the company has 
produced 12,000,000 barrels of oil worth 
about $24,000,000. The present production 
is approximately 19,000 barrels a day; 
10,000 coming from wells it drilled for 
itself and the balance representing its 
interest in acreage leased to other com- 
panies. 


TEXAS COMPANY—Income Ac- 
count.—The company’s cumulative sur- 
plus for the fiscal year ended September 
30, 1919, amounted to $60,000,406 or $17.65 
a share of $85,000,000 capital stock of $25 
par against $40,270,180 or $18.14 per share 
in 1918. The working capital was $90,- 
077,169 or about $26.50 per share against 
$88,880,722, or 40.04 per share in 1918. 
If may also be of interest to state that 
additions to and expansion of fixed capi- 
tal amounted to $53,485,960 over last 
year’s fixed capital of $37,865,537. 


TIDE WATER OIL—Increase Cap- 
ital—The company’s stockholders in- 
creased the authorized stock from $40,- 
000,000 to $100,000,000, and voted to issue 











“Del Monte” 


In the $17,484,316 property 
asset account of the Cali- 
fornia Packing Corporation, 
the value of Del Monte 
brand, identified with food 
products of world-wide sale, 
packed and marketed by this 
Company, is not included. 
This policy of not capitaliz- 
ing good will, trade-marks 
or patents is in keeping with 
the conservative conduct of 
the Company’s affairs. 


Write for analysis H-16, which 
deals with the investment pos- 
sibilities of this Corporation. 


A. Housman & Co. 


20 Broad Street, New York 


Branch Office—25 West 33d St. 
New York City. 
Liberty Building, Phila. 























A Great Future 


The valuable oil and gas 
holdings in the Cities Ser- 
vice Company famous 
Ranger field of Texas is 
destined to add very large- 
ly to the value of Cities 
Service Company’s Com- 
mon Stock and Bankers 
shares. The Company is 
rapidly developing its large 
holdings and the results 
must be reflected at an 
early date in the prices of 
the above shares. 

The Common stock and 
the Bankers shares at pres- 
ent prices can be safely 
purchased for profit as well 
as income. 


Write for Circular “M” 


Claude Meeker 
Specialist in Cities Service Issues 
71 Broadway 
New York City N. Y. 
Empire Building 
’Phone, Bowling Green, 6540 
8 East Broad Street 
































WE TAKE PLEASURE IN AN- 


NOUNCING THAT 


Mr. Daniel Loeb 

Mr. Harold A. Rouse. 
Mr. Benjamin Graham 
.HAVE THIS DAY BEEN AD- 


MITTED TO AN INTEREST IN 
OUR FIRM 


Newburger, Henderson’ & Loeb 


100 Broadway, New York 
1410 Chestnut St., Philadelphia 


January 1, 1920 























——HENRY BROS. & (0.— 


NEWARK NEW JERSEY 
Members New York Stock Exchange 


We invite your inquiry on 
The Securities of the 
Public Service Corp. of N. J. 


Celluloid Company 
Singer Manufacturing Co. 


JOHN M. MILLER 
RESIDENT PARTNER 


790 Broad St. Newark, N. J. 
New York Office: 71 Broadway 














Invest Safely at 
Seven Per Cent 
Tristate Baking Co., Inc. 


lst Mortgage 7% Gold 
Bonds 


Payable 1921 to 1931 


Amount Issued .. .$425,000 


Total Assets 


Earnings over five and 
one-half times interest 
charges. 


Company operates mod- 
ern baking plants in 
Detroit and Flint, Michi- 
gan, and Toledo and 
Akron, Ohio. 


Circular upon request 
Price Par and Interest 
Yielding 7% 


NICOL-FORD & CO., Ine. 
Ford Building 
DETROIT, MICH. 








$6,617,400 additional stock, bringing the 
total up to $39,704,400. Application has 
been made to list the additional stock on 
the N. Y. Stock Exchange. The shares 
will begin to accrue dividends on July 1, 
1920. 


UNLISTED NOTES 








AMERICAN SAFETY RAZOR— 
Earnings——The company’s net earn- 
ings from September 10, 1919, to Novem- 
ber 30, 1919, a period of two months and 
twenty days, amounted to $720,000, as 
follows: September $231,000, October 
$251,000, November $238,000. There were 
27 charging days in October and only 23 
charging days in November, because of 
five Sundays and two holidays. These net 
earnings after a deduction from the gross 
earnings of the period of $137,000 for ad- 
vertising, equal about $3.70 per share 
for the above period or an average of 
5c per day of total of 81 days (Sundays 
and holidays included). This compares 
with about 8c net, daily earnings per share 
in 1918. The company has formed a sub- 
sidiary corporation to manufacture and 
distribute soap and other shaving ac- 
cessories, to be known as the American 
Safety Soap Corporation. It will have a 
capitalization of $1,000,000, divided into 
10,000 shares of common stock of $100 
par value. This will no doubt increase 
the earning power of the company which 
is doing business the world over, main- 
taining offices in London, Paris, Brusscls 
and Milan. Vol. 25, No. 2, Pg. 78. 


AUSTIN-NICHOLS—Acquires New 
Interests—The company has acquired 
the well-known wholesale grocery house 
of W. M. Hoyt Co., of Chicago, also 
the Wilson Jam and Jelly Preserving Co., 
a former subsidiary of Wilson & Co. The 
Hoyt Co. is one of the best known whole- 
sale houses of the Middle West and has 
been an important factor in Chicago’s food 
trade for over 60 years. Its acquisition 
gives the company a distributing center in 
the Middle West. The Wilson Jam & 
Jelly Co. has an annual output of 18,- 
000,000 Ibs. This will make the com- 
pany the largest wholesale grocery house 
in the country. 





A NEW HAMPSHIRE FRIEND. 


I wish to compliment you on 
your “new” magazine. It certainly 
is a corker. I’ve taken the maga- 
zine for four or five years and you 
are living up to your promise of 
“making each issue better than the 
last.” Your articles have the per- 
sonal touch, and those by Richard 
D. Wyckoff are the most interest- 
ing and instructive of any it has 
ever been my good fortune to read. 
I often wonder if Mr. Wyckoff 
realizes the tremendous following 
he has created and, in so doing, 
the responsibilities he has as- 
sumed.—S. W. B. 








| Mark A. Noble Theodore C. Corwin 


i 
NOBLE & CORWIN 


25 Broad Street, New York 


Bank, Trust Company 


and Insurance Stocks 
Table of current statistics 
sent upon request 
Telephone 1111 Broad 











E announce the withdrawal 

from our firm of Mr. L. 

Montefiore Stein and Mr. 
Frank E. Alstrin. . 


We announce the admission to 
our firm of Mr. Alfred Dryer, 
Mr. Gregory P. Maloney and 
Mr. Alfred L. Rosener, as general 
partners. 


The business heretofore con- 
ducted by us in Chicago has been 
acquired and will be continued by 
the firm of Stein, Alstrin & Co. 


New York, January 1st, 1920. 


Block, Maloney & Co. 


74 Broadway 
New York 


Telephone 
Rector 9800 








Specialists in 
SALT CREEK 
PRODUCERS’ ASS’N 


Wm. G. Gallagher & Co. 


Member New York Curb 
Market Ass’n 


15 Broad Street, New York 
Tel. Hanover 7706 














ROGERS BIRNIE 
A. S. M. E. 
WILFORD J. HAWKINS, 
A. S: M. E. 


JOHN N. WATSON Accountant 

Consulting Engineers and Accountants 

Industrial Manufacturing Organi- 
zations, 

Processes, Bankers’ Reports, Ac- 
counting, 

Ordnance Construction and Ballis- 


tic Problems. 
511 Fifth Avenue New York 
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In accordance with our policy of directing attention to attractive investment 
opportunities, we have prepared a circular on the 


Texas Chief Oil Company 


(Middle States Oil Subsidiary) 


CAPITALIZATION $6,000,000 AUTHORIZED TO BE ISSUED, $4,000,000 
NO LIABILITIES EXCEPT COMMON STOCK 





The Texas Chief Oil Company enjoys the same management as that of the Middle 
States Oil Corporation and will pursue a similar general policy. 


PRODUCTION around 4,500 barrels daily 
EARNINGS OVER $250,000 per month 





Stock Traded in on the New York Curb Market 


In making your request for circular please ask for T-P. 


WEED, EDWARDS & COMPANY, INC. 


INVESTMENTS 





35 NASSAU STREET, NEW YORK 


The Simms Oil Company’s big well in the Homer, Louisiana, field reported at twenty 
thousand barrels daily capacity, and the two other wells recently reported in the same 
field at their estimated capacity, give Middle States Oil Corporation’s two subsidiaries, 
Dominion Oil Company and Texas Chief Oil Company, about four thousand barrels per 
day additional oil production on a royalty basis, free and clear of all expense of well 


drilling or operation. 





























LAWRENCE CHAMBERLAIN & 
CO., INC.—Consolidation with Old 
Bond House.—The company has been 
consolidated with the old bond house of 
S. Spitzer & Co., and has its offices in 
the U. S. Realty Building, 115 Broadway, 
New York City. Mr. Ayres, manager of 
Spitzer & Co., becomes manager of the 
New York offices and treasurer of the 
company. Mr. E. M. Shipp is Staff Engi- 
neer, of the same address. 


MERCANTILE BANK OF THE 
AMERICAS—Increases Capital.—The 
bank which was organized recently under 
the auspices of prominent New York 
bankers, announces that at the meeting of 
its Board of Directors, decided to increase 
the authorized capital from $5,000,000 to 
$10,000,000. New stock, to the amount 
of $1,500,000, will be issued fo the present 
shareholders shortly at $190 per share. 


for JANUARY 10, 1920 


SAVOLD TIRE OF OHIO—Offers 
New Stock—A syndicate has been 
formed by a number of Pittsburgh 
brokers, headed by Samuel B. Upham, to 
put out an issue of the company’s capital 


stock, the first public offering to be made 


before the end of the year. The company 
is capitalized at $2,000,000 common of $20 
par, has passed the Bluesky test in Ohio, 
where it mainly operates, having five fac- 
tories in that state. The money realized 
on the sale of the stock will be used for 
the expansion of business which is the 
rebuilding of automobile tires. 


WILL & BAUMER.—Appoints Reg- 
istrar.—The company has appointed the 
National Bank of Commerce registrar of 
its 100,000 shares of common of no par 
value and 16,000 shares preferred stock 
of $100 par. 
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PRAISE FROM DENVER 

I am very much pleased with 
THE MAGAZINE OF WALL 
STREET and the numerous sug- 
gestions we have received through 
its columns and hope that the New 
Year brings you much prosperity 
and the largest circulation in the 
history of your magazine, which 
you much deserve.—J. N. S. 











CARL H. MOTE’S OPINION 
Secretary of the Indiana Public Service 
Commission: 

“Generally speaking the electric rail- 
ways of the country are ‘dead broke.’ 

“I do not think we have reached the 
peak of the effect of competition [by 
automobile] on traffic, either passenger or 
freight.” 
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Weekly Book Letter 


Classified Advertising 











In this column in each of the future 
issues of THE MAGAZINE OF WALL STREET 
we shall give a list of all the new books 
on business, finance and investment that 
are published each week. All these titles 
are on sale by THE MAGAZINE OF WALL 
STREET. 


AT A DOLLAR A YEAR—by Robert 

L. Raymond. 

As the title indicates, this is a series 
of stories of those engaged in war work 
at Washington. The one outstanding 
quality is the humor with which the 
stories are told. Price $1.60 postpaid. 


FINANCIAL INDEPENDENCE AT 
FIFTY—by Victor deVilliers, mem- 
ber of the staff of The Magazine of 
Wall Street. 

Telling just how one can obtain free- 
dom from dependence on others by 
consistent application to accumulation 
and intelligent investment. 

Price $2.10 cloth; $4.10 leather, postpaid 


HISTORY AND OPERATION OF 
FRATERNAL INSURANCE — by 
Walter Basye, Editor, The Fraternal 
Monitor. 

The purpose of this book is to give 
the fraternal insurance world a con- 
venient statement of its principles and 
plan of operation. Price $1.70 postpaid. 


INVENTOR’S MANUAL OF VALU- 
ABLE INFORMATION (THE)— 
by M. G. Delaney. 

Possessing years of experience in 
handling his own inventions and pat- 
ents, the author offers this book of 
advice for his fellow inventors. 

Price $1.60 postpaid. 


LEAGUE OF NATION’S DANGER 


(THE)—by the Reverend Bishop 

Thomas Benjamin Neely, Ph. D. 

The author in his preface states that 
his book is written in the interest of 
America and the world, and treats of 
an insidious phase of the adverse move- 
ment. This book has received consid- 
erable press comment in various im- 
portant newspapers, including the New 
York Sun and the Philadelphia North 
American. Price $1.60 postpaid. 


MUNICIPAL GOVERNMENT — by 
Frank J. Goodnow, LL. D., President, 
The Johns Hopkins University, and 
Frank G. Bates, Ph. D., Associate 
Professor of Political Science in In- 
diana University. 

A study of municipal home rule, the 
devices of direct government, the newer 
forms of organization and the relation 
of the city to its public utilities and 
municipal finance. The list of refer- 
ences beginning each chapter is espec- 
ially valuable to the student. 

Price $3.10 postpaid. 


SCIENCE OF APPROACH FOR 
STOCK AND BOND SALESMEN 
(THE)—by Wilson M. Taylor. 
Explaining the scientific method of 
mind training which will enable one to 

become a successful securities salesman 


Sa 








| LETTERS TO SALESMEN 


|; Send live weekly letters to your 
salesmen. I'll send you a letter a 
week to be sent out on your letter 
| head over your signature as your let- 
| ter. One month’s trial service $1. 


JOHN J. LUTGE . 
| 267 Ninth Avenue, New York City 














Write for information concerning Com- 
monwealth Reserve Fund investment. 
H; GOODMAN, 120 Sheriff St., New York 

















DIVIDEND NOTICES 


INSPIRATION CONSOLIDATED COPPER CO. 
The Directors have declared a dividend of $1.50 
per share, payable Monday, January 26, 1920, to 
stockholders of record at 38:00 o’clock P. M., 
Friday, January 9, 1920. 
ALLEN, Treasurer. 


J. W. 
New York, December 26, 1919. 











INTERNATIONAL PAPER COMPANY 
New York, December 31, 1919. 
The Board of Directors bave declared a 
regular quarterly dividend of one and one-half 
per cent. (1%%) on the preferred capital stock 
of this Company, payable January 15th, 1920, 
to preferred stockholders of record at the close 
of business January 9th, 1920. 
OWEN SHEPHERD, Treasurer. 





and business builder. It provides a 
system of mental drill which, if applied, 
will increase selling ability and broaden 
one intellectually. Price $2.10 postpaid. 


INCOME AND PROFITS TAX 
CHARTS AND FORMULAS—com- 
piled by Coffield and Herdrich. 

A set of graphic charts which show 
at a glance the approximate combined 
corporation income and excess profits 
tax at the 1919 rates. Also formula for 
computing the actual amount of tax 
from $3,000 to $3,000,000. These charts 
and formule will be found of great 
assistance to business men and corpor- 
ations computing their tax. Especially 
will they interest bankers, tax attorneys 
and accountants. Price $25.00. 


WRITING OF TODAY, Models of 
Journalistic Prose—by J. W. Cunliffe, 
D. Lit., Professor of English and As- 
sociate Director of the School of 
Journalism, Columbia University, and 
Gerhard R. Lomer, Ph. D., formerly 
Instructor in English in the School 
of Journalism, Columbia University, 
Associate Editor of “The Chronicles 
of America.” 

A series of subjects of immediate in- 
terest selected from newspapers and cur- 
rent periodicals as models of style for 
the journalist. Price $1.70 postpaid. 


WORLD’S FOOD RESOURCES 
(THE)—by J. Russell Smith, lately 
Special Consulting Expert, War 
Trade Board; Professor of Economic 
Geography, Columbia University. 
The source of various food stuffs, the 

distribution of food, possibilities of 

food supply, the outlook for the fu- 
ture. This book contains carefully 
compiled facts often presented by 
charts and illustrations in its 634 pages. 

Price $3.75 postpaid. 


PUTS & CALLS 


If stock market trader 
understood the advantage de- 
rived from the use of PUTS & 
CALLS, they would tamiliarize 
themselves with their operation 


PUTS -& CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited 


GEO. W. BUTLER 


Specialist in 
Puts & Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








U. S. Steel Common 


I have prepared a little chart covering the 
fluctuations in this stock from October 15, 
1917, to September 13, 1918. 


Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,730 Net Profit over their cost price. 





Similar opportunities, if not better, ex- 


pected in the coming year. 


Puts and Calls enable you on a small cash 
outlay to take advantage ef the fluctuations 
either way with your cost and risk at all 
times limited to the dollar while profits are 
unlimited or all that a rise or a decline in 
a stock permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not in 
touch with the market are able to take 
advantage of the fluctuations with Puts and 
Calls just as though they were in my office. 
So can you. My private telegraph code 
enables you to do this. Write for Booklet 
M-W, it explains how they operate. Price 
list and a copy of the above chart will be 
included. 


WM. H. HERBST 
Dealer in Puts and Calls 


Endorsed by Members of the N. Y. 
Stock Exchange 


28 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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